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THE TRADE REFORM ACT OF 1973

MONDAY, MARCH 4, 1874

U.S. SenaTe,
CoMMITTEE ON FINANCE,
Washington, D.O.

The committee met, pursuant to notice, at 10:05 a.m., in room 2221,

Dirlgs(;lqn Senate Office Building, Senator Russell B. Long (chairman)
residing,

P Presexs,: Senators Long (presiding), Ribicoff, Byrd of Virgini

Nelson, Mondale, Bennett, Curtis, Fannin, Hansen, Packwood, an

Roth.
OpreENING STATEMBNT OF THP CHAIRMAN

The Cuamyan. The committee will come to order.

The Committee on Finance today commences 4 days of public hear-
ings on the bill, H.R. 10710, the Trade Reform Act of 1978. This
legislation would delegate greater authority to the President to nego-
tiate trade agreements than has ever been delegated to any President
* under prior trade acts, The President, for example, would be given
authority to change domestic laws subject to congressional sag-
{)roval; to ameliorate U.S. balance of anments and inflation prob-

ems; to extend nondiscriminatory tariff treatment to the imports of
Communist countries; and to provide tariff preferences for imports of
less developed countries, .

The committee intends to give full consideration to all of the issues
which this bill raises. In addition, there are several new crucial issues,
such as the shortage of energy resources and the availability of other
raw materials, which are not addressed by H.R. 10710, but which must

be considered in the context of major trade legislation. .

" Thig week we will receive testimony from representatives of the
executive branch. On a future date, to be announced, the committee
will receive testimony from the general public.

" A great deal of international economic history has been written since
Congress last delegated the Executive negotiating authority in the
Trade Expansion Act of 1962. In my opinion, much of that history
has been unfavorable to this country.

In 1962, we approached the Kennedy round with deep confidence in
the intentions of our trading partners and abiding faith that our
negotiators would be tough Yankee traders, The Kennedy round
brought about the largest tariff reductions in U.S. history. Since then
we have experienced a series of huge American trade and payments
deflcits, several dollar devaluations and unprecedented domestic infla-
tion which have eroded our economy’s international position, The
European Common Market in many ways is more protectionist now
than it was before the Kennedy round. ' S

1)
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In 1962, we enjog'ed a modest trade surplus on a c.i.f. basis—a method
of accounting which is the only legitimate way to measure balance
of trade—of approximately $900 million. Our balance of ayments
deficit for that year was a livable $2.9 billion on the liqui£ty basis.

Ten years later our $900 million trade surplus had become an $11
billion deficit, Our payments deficit had grown from a bearable $2.9
billion to an intolerable $14.7 billion, Not surprisingly, the dollar
had become unwelcome in most of the capitals of the wor{ . Last year,
1978, there was a sharp improvement, but a large part of that can
be attributed to huge agricultural exports to the Soviet Union, which
many of us feel have contributed importantly to.the 8.8 percent in-
flation in 1973,

I am not certain that we have learned the lesson of the last decade.
The bloom is off the rose of “Atlantic partnership,” as our friends in
Europe concentrate on bilateral deals with oil producing nations and
their former colonies. I'm not at all sure they want to negotiate on a
basis of fairness and reciprocity. If thy were sincre, they would offer
us fair compensation for the $1 billion trade loss that we will suffer
from the enlargment of the European Common Market.

I recognize that the United States must play a major role in leading
the world and shaping its economfy. Our country is the world’s largest
single market. The value of our foreign trade is now $140 billion ex-
ports added to imports, We are a trading nation, and we thrive on com-
petition. Given a fair deal, our industry can compete with the world
and be strengthened in that competition.

I was very much in favor of the Trade Expansion Act of 1962, I
still desire an “open, nondiseriminatory, and fair world economic sys-
tem,” but I am tired of the United States being the “least favored
nation” in a world which is full of discrimination. We can no longer
expose our markets, while the rest of the world hides behind variable
levies, export subsidies, import equalization fees, border taxes, cartels,

vernment procurement practices, dumping, import quotas, and a
ﬁgst of other practices which effectively bar our products.

I realize that we are not perfect; I realize we have barriers of our
own. Yet I invite you to take a look at the number of foreign cars on our
streets and ask why there are practically no Datsuns in Europe and
practically no Volvos in Japan. L :

What I am saying is that trade legislation comes before the com-
mittee bearing a heavy burden, It must be demonstrated that the next
decade of our trading relations will be different from the last. We
must be shown that the future will not be like the past. .

We have had numerous press releases issued by the committee rela-
tive to this bill. We will print them in the hearings at this point and
also a copy of H.R. 10710, the Trade Reform Act. Hearing continues
on page 5.

hg%}mmum‘ We are pleased to have with us today the Honorable
George P. Shults, Secretary of the Treasury, accompanied by Mr.,
Peter Flanigan, Executive Director of the Council on International
Economic Policy. I would suggest that the two witnesses present
their statements before we commence questions.

Now, Ambassador Eberle is also here. I would hope, however, that
we would reserve most of our questions for Mr. Eberle for tomorrow.
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My understanding is Mr. Eberle is the detail man and the Secretary
and Mr. Flanigan are going to cover the broad scope of the program.
Mr. Eberle is available to us to cover the fine points of it, but in order
to permit the witnesses to get on with their work as soon as possible
I thought it would be best if we heard the statements of Mr, Shultz and
Mr. Flanigan this morning and ask them the questions that we have
in'mind for them.

OPENING STATEMBNT OF SBNATOR RiBICOFF

Senator Risicorr. Mr. Chairman, I have a short statement.

What must be realized is that this bill is more than a year old.
Conditions have changed drastically during the past year under the
inpact of the fuel shortages, and the situation in the European Com-
munity, Even as we move towards energy self-sufficiency and more
rational allocation of existing supplies a larger and even more ominous

roblem looms on the horizon. This is a desperate scramble by all in-

ustrialized nations for natural resources of all kinds, food, fiber, and
minerals, We are already suffering from a highly inflationary effect of
this worldwide race for raw materials,

The Trade Reform Act before us today does not provide answers
to the critical problem of shortages of industrial raw materials and
foodstuffs, Any trade legislation that Congress finally enacts this
year also must provide more relief for American firms and workers
from unfair trade Practices abroad and greater assurances that the
will of Congress will be implemented. )

Mr. Chairman, if we are having difficulty coping with an Arab oil
boycott affecting less than 10 percent of our total oil consumption
making an international squeeze play affecting such minerals as chro-
mium, tin, manganese, platinum, cobalt, nickel, bauxite, and asbestos
where we are from 80 percent to 100 percent dependent on foreign
sources. Somehow you know that the countries which produce these
resources are watching the results of the Arab oil squeeze.

The mathematics and politics here are very simple. The fewer pro-
ducers of a commodity and the more inelastic the demand, the easier
it is for the producers to get together and uﬁree to raise prices.

nless we can work together on this new danger with our trading
partners the West will be in for the kind of cutthroat competition
where no nation can afford the price of winning. Our trade bill, there-
fore, must be a signal both to our trading partners and to our suppliers
of raw materials that if they will not agree to fair rules of the game, we
will take steps to protect ourselves and the American economy is still
by far the strongest in the world.

International agreements are needed on export controls, assured
access to raw materials, food and manufactured goods, and on sanc-
tions against countries which impose export embargoes that substan-
tially irggre other nations, .

Our Government should be authorized to retaliate against countries
which wage economic warfare against us, .

I will almropose that developing countries desiring preferences
for their 8 in American markets must not disecriminate against
the United States in obtaining access to raw materials. ‘
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I will have other amendments designed to strengthen America’s
hands in times of shortages, no matter what happens at the interna-
tional bargaining table.

These are some of the minimum requirements of economic security
which this country’s workers and its industries need in a very unstable,
uncertain world.

Thank you, Mr. Chairman.

OreENING STATEMENT oF SENATOR Rorn

Senator Rorx. Mr. Chairman, I have a short statement.

The importance of foreign trade to our economy and way of life
is not widely recognized. Trade is a bread and butter issue to millions
of Americans, It accounts for billions of dollars in our gross national
product and millions of jobs. A healthy balance of trade is associated
with boom and prosperity. Large imbalances are associated with unem-
ployment, recession, devaluation and inflation. Our ability to export
and to maintain a strong dollar are directly related to our ability to
im&grt essential supplies—such as oil.

hat this committee does or does not do with respect to the Trade
Reform Act will determine the general thrust of our trade policies for
the next several years. New authorities are being requested—authori-
ties to enter negotiations, to retaliate effectively against foreign dump-
ing and unfair foreign trade practices, to assist in controlling inflation
and correcting fundamental imbalances in our overseas payments. We
must serupulously examine each and every one of these authorities.

There are hard choices to be made and a lot of work to be done—
no question about that, The essential thing is that we make these
choices and that we do not permit our trade policies simply to drift.
Polls haye shown that confidence in Government—including Con-
i;ress-—-is very low. No small part is due to what many regard as a
ack of decisiveness and leadership, an inability of Congress to act and
to act with precision.

This committee has a great deal of proposed legislation in the

areas of health, taxes, and commodities yet to consider in this session.
These bills are also of great importance to the American people. It
is doubly important, therefore, that we move forward with the trade
bill. I hope GGovernment and private witnesses will keep the rhetoric
to a minimum and will focus on the real issues. I believe the commit-
tes has an important opportunity to provide leadership by discharg-
ing its responsibilities not only with care, but also with dispatch,
. In closing, Mr. Chairman, I would just like to say that I think it
is extremely important, and I would ask you that we try to work out
the schedule immediately as to when the other witnesses are goin%“to
a‘ll)pear. I can say as one person whose calendar is already getting full
that I think it is important we know sometime this week what the time
schedule is going to be.

Thank you, sir. -

The Crairman. I suggest that we let the Secretary and Mr. Flani-
gbgsrtn, each make his statement before we ask any questions on their

imony.

We will print the bill at this point in the record along with a couple
of press releases, the committee has issued in the past couple of months
relative to the Trade Reforming Act.
16z[;'I]‘he material referred to follows. Oral testimony begins on page



FPRESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE
March 12, 1974 UNITED STATES SENATE
2227 Dirksen Senate Office Bldg.

PUBLIC TESTIMONY ON TRADE REFORM ACT
TO COMMENCE ON MARCH 2}

The Honorable Russell B, Long (D., La,), Chairman of the
Senate Finance Committee, today announced that the Committee will
resume public hearings,beginning March 21, 1974, on The Trade
Reform Act (H, R, 10710), The Chairman said the Committes will
hear testimony from public witnesses from Thuraday, March 21,
through Wednesday, April 10, The hearings will begin each day at
10:00 a, m, {n Room 222] of the Dirksen Senate Office Building.

The Chairman said that because an unusually large number
of requests to testify have been received in response to the Committee's
call last December for public testimony, the Committes will not be able
to schedule all those who have requested to testify, Those persons who
are not scheduled to appear in person to present oral testimony are
invited to submit written statements, The Chairman emphasized that
the views presented in such written statements will be as carefully
con sidered by the Committee as if they were presented orally,

In view of the large number of individuals and organizations
who have requested to testify, all parties who are scheduled to testify
orally are urged to comply with the guidelines below:

Notification of Witnesses., --Parties who have submitted
written requests to testify will be notified as soon as possible as to the
time and date they are scheduled to appear. Once a witness has been
advised of the time and date of his appearance,” rescheduling will not )
be allowed, If a witness is unable to testify at the time he is scheduled
to appear, he may file a written statement for the record of the hearing.

Consolidated Testimony. -+ The Chairman also stated that the
Committee urges all witnesses who have a common position or with the
same general interest to consolidate their testimony and designate a
single spokesman to present thelr common viewpoint orally to the
Committee, This procedure will enable the Committee to receive a
wider expression of views on the total bill than it might otherwise
obtain, The Chairman praised witnesses who in the past have combined
their statements in order to conserve the time of the Committee,

Panel Groups, -- Groups with similar viewpoints but who
cannot designate a single spokesman will be encouraged to form
panels. Each panelist will be required to restrict his or her comments
to no longer than a ten minute summation of the principal points of the
written statements. The panelists are urged to avoid repetition
whenever possible in their presentations.



Legislative Reorgantzation Act, -~The Chairman observed
that the Legislative Reorganization Act of 1946, as amended, requires
all witnesses appearing before the Committees of Congress --

", .. to file in advance written statements of their proposed
testimony, and to limit their oral presentations to brief
summaries of their argument, "

The statute also directs the staff of each Committes to prepare digests
of all testimony for the use of Committee Members,

Chairman Long stated that in light of this statute and in view
of the large number of witnesses who desire to appear before the
Committee in the limited time available for the hearing, all witnesses
who are scheduled to testify must comply with the following rules:

(1) All statements must be filed with the Committee
at least one day in advance of the day on which the witnese
is to appear, If a witness s scheduled to teatify ona
Monday or Tuesday, he must file his written statement with
the Committee by the Friday preceding his appearance,

(2) All witnesses must include with their written

statement a_summary of the principal points included in

the statement.

(3) The written statements must by typed on letter-size
paper (not legal size) and at least_100 copies must be
‘submitted to the Committee,

(4) Witnesses are not to read their written statements

to the Committee, but are to confine their ten-minute oral

presentations to a summary of the points included in the
statement,

(5) Not more than ten minutes will be allowed for the
oral summary,

Witnesses who fail to comply with these rules will forfeit their privilege
to testify,

Written Statements.- - Witneases who are not scheduled for
oral presentation, and others who desire to present a statement to the
Committee, are urged to prepare a written position of their views for
submission and inclusion in the printed record of the hearings. He
emphasized that these written statements would also be digested by the
staff for presentation to the Committee during its executive sessions,
and that they would receive the same careful consideration by the
Committee as though they had been delivered orally, These written
statements should be submitted to Michael Stern, Staff Director,
Committee on Finance, Room 2227, Dirksen Senate Office Building

not later than Thursday, April 11, 1974,

PR #61



PRESS RELEASE

FOR IMMEDIATE RELEASE CO:MMITTEE ON FINANCE
February 20, 1974 UNITED STATES SENATE
2227 Dirksen Senate Office Bldg,

\

FINANCE COMMITTEE TO HEAR SECRETARY KISSINGER ~
ON TRADE REFORM ACT MARCH 7, 1974

In Finance Committee Press Release No. 55, Dated February
7, 1974, it was announced that the Honorable Henry A, Kissinger,
Secretary of State, would appear before the Committee to present
testimony on the Trade Reform Act (H, R, 10710) on March 4 and 5.
Instead, Secretary Kissinger will be appearing on Thursday, March 7,

The schedule of Administration witnesses who will appear on
the Trade Reform Act is therefore revised as follows:

Monday, lMarch 4 and
Tuesday, March §

The Honorable George P, Shultz, Secretary of the Treasury

The Honorable Willlam D. Eberle, Special Representative
for Trade Negotiations

The Honorable Peter i4, Flanigan, Executive Director,
Council on International Economic Policy

Wednesday, March 6

The Honorable Earl L, Butz, Secretary of Agriculture
The Honorable Peter J, Brennan, Secretary of Labor
The Honorable Frederick B, Dent, Secretary of Commerce

Thursday, March 7
The Honorable Henry A, Kissinger, Secretary of State

As was stated in the February 7 press release, due to the

possibility that the Committee may have to take up emergency lagislation

on energy-related matters, public witnesses have not yet been scheduled
to testify on H.R. 10710, However, Chairman Russell B, Long stated
that it is his intention to schedule public witnesses at a later date once
the Committee's work schedule becomeos clearer,

The hearings will begin at 10:00 a. m, , March 4, 5, 6, and 7,

and will be held in Room 2221, Dirksen Senate Office Building.
PR #58



PRESS RELEASE

FOR IMMEDIATE RELEASE COMMITTEE ON FINANCE
February 14, 1974 UNITED STATES SENATE
2227 Dirkaen Senate Office Bldg,

LONG RECUESTS ADMINISTRATION TESTIMONY ON TRADE
DAMAGE PROJECTED FOR U, S, RESULTING FROM
ENLARGEMENT OF EUROPEAN COMMON MARKET

Chairman Russell B, Long, (D., La.) asked today that adminis-
tration witnesses testify before the Senate Finance Committee early in
March on their negotiations to obtain compensation for an expected $1
billion in trade damage to the U.S, expected to result from the expansion
of the European Common Market,

Secretary of State Henry Kissinger and other high administration
officinls ave scheduled to appear before the Committee when it opens
heurings on the House-passed Trade Reform Act of 1973,

Long exnressed concern over the lack of progress in negotiations
with the Cceamecorn Market under Article XXIV:6 of the General Agreement
on Tariffs and Trade (GATT) to receive compensation for the injury to
U,8. trade, This {s expected to result from the extension of preferential
tariffs and a common agricultural policy to the new member-countries,
the United Kingdom, Denmark and Ireland,

This extension will increase the degree of discrimination against
U, S, exports and cause an additional damage to U,S. trade of about $1
billion, The Common Market has offered to compensate the U, S, for
only about $130 million,

The Chairman cited President Nixon's recent International Economic
Report, which said:

""While the adoption of the Common External Tariff will
result in the reduction of duties on some products exported to
the new member-states, the EC has not yet offered the United
States adequate compensating tariff reductions to offset their
proposed withdrawals of concessions and duty increases,"

Long said the issue should be settled before the U,S, begins a new
round of multilateral trade negotiations and expressed his hope that satis-
factory co.npensation could be secured before the Senate begins its
deliberations on the trade bill, )

Other administration officials who will testify before the Committee
in the opening days of the hearings include: Treasury Secretary George P.
Shultz; Special Trade Representative William D, Eberle; Peter M, Flanigan,
Executive Director of the Council on International Economic Policy;
Agriculture Secretary Earl L, Bute; Labor Secretary Peter J. Brennan
and Commerce Secretary Frederick B. Dent,

P,R, #56



PRESS RELEASE

FOR IMMEDIATE RELEASE CCMMITTEE CN FINANCE
December 26, 1973 UNITED STATES SENATE
2227 Dirksen Senate Cffice Bldg,

CLARIFICATION OF DEADLINE FOR SUBMISSICN OF WRITTEN
STATEMENTS ON TRADE REFORM ACT OF 1973 FOR PARTIES
NOT TESTIFYING BEFORE COMMITTEE

Cn December 14, the Finance Committee issued a press
release which established January 11, 1974 as the deadline for re-~
quests to testify in the Committee's public hearings on the Trade
Reform Act of 1973 (H. R, 10710). In the release, it was incorrectly
indicated that the deadline for submission of written positions by
witnesses not scheduled for oral testimony would also be January 11,
1974. Written statements by parties who do not wish to give oral
testimony or who are not scheduled for such testimony must be sub-
mitted to Michael Stern, Staff Director, Committee on Finance, Room
2227, Dirksen Senate Cffice Building not later than the conclusion of
public hearings on the Trade Reform Act of 1973, As indicated in the
December 14 press release, the dates of the hearings will be announced
at a later time.

P.R. #49 ,
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PRESS RELEASE

¥OR IMMEDIATE RELEASE COMMITTEE ON FINANCE
December 14, 1973 UNITED STATES SENATE
2227 Dirksen Senate Office Bldg.

JANUARY 11 DEADLINE SET FOR RECUESTS TO TESTIFY BEFORE
SENATE FINANCE COMMITTEE ON TRADE REFORM ACT OF 1973

The Honorable Russell B, Long (D., La.), Chairman of the
Senate Finance Committee, today invited interested parties to submit
written requests to testify in the Committee's public hearings on the
Trade Reform Act of 1973 (H. R, 10710), Written requests to testify
must be submitted no later than Friday, January 11, 1974, the Chairman
emphasized,

Chairman Long stated that the Finance Committee intends to
begin public hearings on the bill shortly after the Congress returans, at
a date to be announced, All persons or organizations who wish to testify
on the bill are requested to observe the following guidelines:

Requests to Testify, -- Witnesses desiring to testify during the
public hearings must submit written requests to testify to Michael Stern,
Staff Director, Committee on Finance, 2227 Dirksen Senate Office Bldg.,
Washington, D, C. 20510, not later than Friday, January 11, 1974,
Witnesses will be notified as soon as possible as to the time and date
they are scheduled to appear. Once a witness has been advised of the
time and date of his appearance, rescheduling will not be allowed. It
a witness is unable to testify at the time he is scheduled to appear, he

may file a written statement for the record of the hearing.

Consolidated Testimony, -- The Chairman also stated that the
Committee urges all witnesses who have a common position or with the

same general interest to consolidate their testimony and designate a
single spokesman to present their common viewpoint orally to the Com-

mittee, This procedure will enable the Committee to receive a wider
expression of views on the total bill than it might otherwise obtain, The
Chairman praised witnesses who in the past have combined their state-
ments in order to conserve the time of the Committee. And he urged
very strongly that all witnesses exert a maximum effort, taking into
account the limited advance notice, to consolidate and coordinate their
statements.,

Legislative Reorganization Act, -- In this respect, the Chairman
observed that the Logislative Reorganization Act of 1946, as amended,
requires all witnesses appearing before the Committees of Congress -

", . . to file in advance written statements of their proposed
testimony, and to limit their oral presentations to brief
summaries of their argument."
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The statute also directs the staff of each Committee to prepare digests
of all testimony for the use of Committee Members.

Senator Long stated that in light of this statute and in view of the
large number of witnesses who desire to appear before the Committee
in the limited time available for the hearing, all witnesses who are
scheduled to testify must comply with the following rules:

(1) All statements must be filed with the Committee
at least one day in advance of the day on which the witness
is to appear, ﬁ a witness is scheduled to testify on a
Monday or Tuesday, he must file his written statement
with the Committee by the Friday preceding his appearance.

{2) All witnesses must include with their written
statement a summary of the principal points included in
the statement;

(3) The written statements must be typed on letter-
size paper (not legal aize) and at least 100 copies must be
submitted to the Committee.

(4) Witnesses are not to read their written state.
ments to the Committee, but are to confine thelr ten-minute
oral presentations to a summary of the points included in
the statement,

(5) Not more than ten minutes will be allowed for
the oral summary,

Witnesses who fail to comply with these rules will forfeit their ErivﬂeFe
to testi ¥. Those who have already requested to testify need not submit
a second request,

Written Statements, -- Witnesses who are not scheduled for oral
presentation, and others who desire to present a statement to the Com-
mittee, are urged to prepare a written position of their views for sub-
mission and inclusion in the printed record of the hearings. These
written statements should be submitted to Michael Stern, Staff Director,
GCommittes on Finance, Room 2227, Dirksen Senate Office Building not
later than Friday, January 11, 1974,

P,R, # 48 ' -

30-229 0 - 714 -2
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IN THE SENATE OF THE UNITED STATES

Decemser 12,1973
Read twice and referred to the Committee on Finance

AN ACT

To promote the development of an open, nondiscriminatory, and
fair world economi. system, to stimulate the economic growth
of the United States, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,

That this Act, with the following table of contents, may he

clted as the “Trade Reform Act of 1973”.
TABLE OF CONTENTS
Sec. 2. Statement of purposes.
TITLE I—NEGOTIATING AND OTHER AUTHORITY

Cuarrer 1—Rates oF Dury ANp Otuer TraDE Bmxmzns

PO I TR

Sec. 101. Basic authonty for trade agreements.
Sec. 102. Noutariff barriers to and other distortions of m\de
Sec. 103. Staging requirements and rounding authority.
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Soc. 604. Consequential changes in the Tariff Schedules.

Sec. 605. Separability.
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SEC. 2 STATEMENT OF PURPOSES.
The purposes of this Act are, through trade agreements
affording mutual trade benefits— .
(1) to stimulate the economic growth of the United
States and to maintain and enlarge foreign markets for
the products of United States agriculture, industry, min-
ing, and commerce; and
~(2) to strengthen economic relations with foreign
countries through the development of fair and equitable
market opportunities and through open and nondiserim-

inatory world trade.

TITLE I-NEGOTIATING AND OTHER

AUTHORITY
CHAPTER 1—RATES OF DUTY AND OTHER

TRADE BARRIERS
SEC. 101. BASIC AUTHORITY FOR TRADE AGREEMENTS.

(a) Whenever the President determines that any exist-
ing duties or other import restrictions of any foreign country
or the United States are unduly burdening and restricting
the foreign trade of the United States and that the purposes
stated in section 2 will be promoted thereby, the President—

(1) during the 5-year period beginning on the date

of the enactment of this Act, may enter into trade agree-
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ments with foreign countries or instrumentalities thereof;
and
(2) may proclaim such modification or continuance
of any existing duty, such continuance of existing duty-
free or excise treatment, or such additional duties, as he

determines to be required or appropriate to carry out

< & & R W NN -

any such trade agreement.
8| (b) {1) Except a8 provided in paragraph (2), no
9 proclamation pursuant to subsection (a) (2) shall be made—
10 (A) in the case of a rate of duty existing on July 1,
11 1978, which is 25 percent ad valorem or less, decreas-
12 ing such rate of duty to a rate below 40 percent of the
13 rate existing on July 1, 1973; or

14 (B) in the case of a rate of duty existing on July 1,
15, 1973, which is more than 25 percent ad valorem, de-
16 creasing such rate of duty to a rate below the higher of

17 the following:

18 (i) 25 percent of the rate existing on July 1,
19 1978, or \
20 (ii) 10 percent ad valorem.

21 (2) Paragraph (1) shall not apply in the case of any
22 article for which the rate of duty existing on July 1, 1973,

23 is not more than 5 percent ad valorem,
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(c) (1) Except as otherwise provided in paragraph
(2), no proclamation shall be made pursuant to subsection
(a) (2) increasing any rate of duty to (or imposing) a rate
above the higher of the following: (A) the rate which is
50 percent above the rate existing on July 1, 1934, or (B)
the rate which is 20 percent ad valorem above the rate
existing on July 1, 1973.

(2) The limitation set forth in paragraph (1) mag} be
exceeded with respect to the conversion by the United States
of a barrier to (or other distortion of) international trade
into a rate of duty which affords substantially equivalent
protection, to the extent that it is necessary to exceed such
limitation to effectuate such conversion.

SEC. 102. NONTARIFF BARRIERS TO AND OTHER DISTOR-
TIONS OF TRADE.

(a) The Congress finds that barriers to (and other dis-
tortions of) international trade are reducing the growth of
forcign markets for the products of United States agricul-
ture, industry, mining, and commerce, diminishing the in-
tended .mutua! benefits of reciprocal trade concessfons, and
preventing the development of open and nondiscriminatory
trade among nations. The President is urged to take all ap-

propriate and feasible steps within his power (including the
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full exercise of the rights of the United States under inter-
national agreements) to reduce or eliminate barriers to (and
other distortions of) international trade. The President is
further urged to utilize the authority granted by subsection
(b) to negotiate trade agreements with other countries and
instrumentalities providing on a basis of mutuality for the
reduction or elimination of such barriers to (and other dis-
tortions of) international trade. Nothing in this subsection
shall be construed as prior approval of any legislation which
may be necessary to implement an agreement concerning
barriers to (or other distortions of) international trade.

(b) (1) Whenever the President determines that any
existing barriers to (or other distortions of) international
trade of any foreign country or the United States are un-
duly burdening and restricting the foreign trade of the
United States and that the purposes stated in section 2 will
be promoted thereby, the President, during the 5-year period
beginning on the date of the enactment of this Act, may
enter into trade agreements with foreign countries or instru-
mentalities providing for the reduction or elimination of
such barriers or other distortions.

(2) Except a8 provided in subsection (g) (1), no trade
agreement entered into under this section may provide for

any modification in a rate of duty imposed by the United

" Btates.



© ® a4 A o A W D M

10
1
12
13

20

' ‘ 9

() (1.) A principal United States negotiating objec-
tive under this section shall be to obtain with respect to
each product sector of manufacturing, and with respect to
the agricultural sector, competitive opportunities for United
States exports to the developed countries of the world
equivalent to the competitive opportunities afforded in
United States markets to the importation of like or similar
products, taking into account all barriers (including tariffs)
to and other distortions of international trade affecting that
sector.

(2) To the maximum extent appropriate to the achieve-
ment of the negotiating objective set forth in paragraph (1),
trade agreements entered into under this section shall be
negotiated, to the extent feasible, on the basis of each product
vector of manufacturing and on the basis of the agricul-
tura) sector. '

(3) For purposes of this subsection and of section 135,
tl.e Special Representative for Trade Negotiations together
with the Secretary of Comnerce or Agriculture, as appro-
priate, shall, after consultation with the Advisory Committee
for Trade Negotiations established by section 135 and aftor
consultation with interested private organizations, define ap-
propriate product sectors of manufacturing.

(4) The President shall include in his statement on each

trade agreement submitted to each House of the Congress
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pursuant to section 162 (a), a sector-by-sector analysis of
the extent to which the objective set forth in paragraph (1)
has been achicved.

(d) Before the President enters into any trade agree-
ment under this section providing for the reduction or elim-
ination of a barrier to (or other distortion of) international
trade, he shall consult with the Comx;littee on Ways and
Means of the ITouse of Representatives and the Committee
on Financé of the Senate.

(e) (1) Whenever—

(A) the President enters into a trade agreement
under this section providing for the reduction or elim-
ination of a barrier to (or other distortion of) interna-
tional trade, and '

(B) the President submits such agreement (and
the proclamations and orders proposed to be issued
for the purpose of implementing such agreement) to the
Congress for its approval in accordance with subsection
(f), -

such agreement shall enter into force with respect to the
United States, and such proclamations and orders shall take
effect if (and only if) the proviés?;;s of subsection (fE) are
compliea:v'ith.

(2) The p‘rocedurc set forth in subsection (f) may be

used with respect to a trade agreement whether or not the
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implementation of such agreement requires further action by
the Congress.

(f) Any trade agreement submitted to the Congress
under this subsection shall enter into force with respect to
the United States, and the proclamations and orders required
or appropriate to carry out such agreement which are sub-
mitted with such agreement shall take effect, if (and only
if)—

(1) the President, not less than 90 days before
the day on which he enters into such trade agreement,
notifies the House of Representatives and the Senate of
his intentién to enter into such an agreement, and
'prdmptly thereafter publishes notice of such intention in
the Federal Register;

(2) after entering into the agreement, the Presi-
dent delivers a copy of x:iuch agreement to the House
of Representatives and to the Senate together with—

(A) a copy of the proclamations and orders, if
any, proposed to be issued for the purpose of imple-
x‘nenting such agreement and an explanation as to
how the proclamations and orders affect existing
law, and

(B) a statement of his reasons as to how the
agreement serves the interests of United States com-

merce and as to ivhy each such proclamation and
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order is required or appropriate to carry out the

agreement; and

(3) before the close of the 90I-day period after the
day on which the copy of such agreement is delivered
to the House of Representatives and to the Senate pur-
suant ta paragraph (2), neither the House of Rep-
resentatives nor the Senate adopts, by an affirmative
vote of & majority of those present and voting in that
House, a resolution of disapproval under the procedures
set forth in section 151,

(g) If, in any trade agreement entered into under this
section, it is provided that any trade barrier (or other dis-
tortion) of the United States with respect to an article is
to be converted into a rate of duty affording substantially
equivalent tariff protection, then—

(1) such agreement may also provide for the re-
duction of part or all of that portion of the rate of duty
resulting from the conversion of the trade barrier (or
other distortion) of the United States which is attributa-
ble to such conversion, and

(2) no agreement may be entered into under sec-
tion 101 reducing to any extent the rate of duty with
respect to such article unless the agreement entered

into under this section is submitted to the Congress, and
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on or before the time of such submission there is also

submitted to the Congress—

(A) a clear statement of the reductions (if any)
proposed to be taken under section 101 with respect
to the column 1 rates of duty for such article, and

(B) the determination by the Tariff Commis-
sion of the rates of duty which afford substantially
equ?valent protection to the barrier (or other dis-
tortion) of the United States which is being con-
verted.

(h) For purposes of this section, the term ‘“barrier”
includes the American selling price basis of customs valua-
tion (19 U.S.C. sec. 1401a(e) and 1402(g)).

SEC. 103, STAGlNGv REQUIREMENTS AND ROUNDING A'l.
THORITY.

(a) Except as otherwise provided in this section, the
aggregate re(.lucth;n in the rate of duty on any article which
is in effect on any day pursuant to a trade agreement under
section 101 shall not exceed the aggregate reduction which
would have been in effect on such day if—

(1) a reduction of 3 percent ad valorem or a reduc-
tion of one-fifteenth of the total reduction under such
agreement, whichever is greater, had taken effcet on the
date of the first proclamation pursuant to section 1G1 (a)

(2) to earry out such trade agreement, and
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1 " (2) the remainder of such total reduction had taken
2 effect at 1-year intervals after the date referred to in

3 paragraph (1) in installments equal to the greater of 3
4 percent ad valorem or one-fourteenth of such remainder.
5 This subsection shall not apply in any case where the total re-
6 duction in the rate of duty does not exceed 10 percent of the
7 rate before the reduction.

8 (b) If the President determines that such action will
9 simplify the computation of the amount of duty imposed with
10 respect to an article, he may exceed the limitation provided
11 | by section 101 (b) or subsection (a) of this section by not

12 more than whichever of the following is lesser:

3 (1) the difference between the limitation and the
14 next lower whole number, or

15 (2) one-half of 1 percent ad valorem.

16 (¢) (1) No reduction pursuant to a trade agreement

17 under this title shall take effect more than 15 years after the

18 date of the first ‘proclamation to carry out such trade agree-

19 ment.

20 (2) If any part of a reduction takes effect, then any time

21 thereafter during which such part of the reduction is not in
effect by reason of legislation of the United States or action

22

23 thereunder shall be excluded in determining—

24 (A) the 1-year intervals referred to in subsection
25

(a) (2), and
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(B) the expiration of the 15-year period referred
to in paragraph (1) of this subsection.

CHAPTER MTHER AUTHORITY
SEC. 121. STEPS TO BE TAKEN TOWARD GATT REVISION;
AUTHORIZATION OF APPROPRIATIONS FOR
GATT.

(8) The President shall, as soon as practicable, take
such action as may be necessary to bring trade agreements
heretofore entered into, and the application thereof, into
conformity with principles promoting the development of
an open, nondiscriminatory, and fair world economic system,
including (but not limited to) :

(1) the revision of decisionmaking machinery in
the General Agreement on Tariffs and Trade (herein-
after in this subsection referred to as “GATT"’) to more
nearly reflect the balance of economic interest,

(2) the revision of article XIX of the GATT into

. & truly international safeguard mechanism which takes
into account all forms of import restraints countries use
in response to injurious competition or threat of such
competition,

(8) the extension of GATT articles to condiions
of trade not presently covered in order to move to-
ward more fair trade praotices, -

(4) the adoption of international fair labor stand-
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ards and of public petition and confrontation procedures

in the GATT,

(5) the revision of GATT articles with respect to
the treatment of border adjustments for internal taxes to
redress the disadvantage to countries relying primarily on
direct rather than indirect taxes for revenue needs, and

(6) the revision of the balance-of-payments pro-
vision in the GATT articles so as to recognize import
surcharges as the preferred means by which industrial
countries may handle balance-of-payments deficits inso-
far as import restraint measures are required.

(b) There are hereby authorized to be appropriated an-
nually such sums as may be necessary for the payment by
the United Btates of its share of the expenses of the contract-
ing parties to the Geners;,l Agreement on Tariffs and Trade.
SEC. 122. BALANCE-OF-PAYMENTS AUTHORITY.

(a) Whenever the President determines that funda-
mental international payments problems require special im-
port measures to restrict imports—

(1) to deal with a large and serious United States
balance-of-payments deficit,

(2) to prevent an imminent and significant depre-
ciation of the dollar in foreign exchange markets, or

(8) to cooperate with other countries in correcting

an international balapce-of-payments disequilibrium,

30-220 O - 74 -3
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the President is authorized, for a period not exceeding 150
days (unless a longer period is authorized by Act of
Congress) —
(A) to proclaim a temporary import surcharge, not
to exceed 15 percent ad valorem, in the form of duties
(in addition to those already imposed, if any) on articles
imported into the United States; and
(B) to proclaim temporary limitations through the
use of quotas on the importation of articles into the

United States.

Subparagraph (B) shall apply (i) only if international trade
or monetary agreements to which the United States is a party
permit the imposition of quotas as a balance-of-payments
measure, and (ii) only to the extent that the fundamental
imbalance cannot be dealt with effectively by a surcharge
proclaimed pursuant to subparagraph (A). Any fempomry
import surcharge proclaimed pursuant to subparagraph (A)
shall be treated as a regular customs duty.

(b) Whenever the President determines that funda-
mental international payments problems require special im-
port measures to increase imports—

(1) to deal with a large and persistent United

States balance-of-payments surplus, or

(2) to prevent significant appreciation of the dollar

. in foreign exchange markets, .
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the President is authorized, for a period of 150 days (unless
a longer period ie authorized by Adt of Congress) —

(A) to proclaim a temporary reduction (of not
more than 5 i)etcent ad valorem) in the rate of duty on
any article; and

(B) to proclaim a temporary increase in the value
or quantity of articles which may be imported under
any import restriction, or a temporary suspension of any
import restrictions;

except with respect to those articles where in his judgment
such action would cause or contribute to material injury to
firms or workers in any domestic industry, including agricul-
ture, mining, fishing, or commerce, or to impairment of the
national security, or would otherwise be contrary to the
national interest.

(c) (1) Import restricting actions proclaimed pursitant -
to subsection (a) shall be applied consistently with the prin-
ciple of nondiscriminatory treatment, In addition, any quota
proclaimed pursnant to subparagraph (B) of sub-
section (a) shall be applied on a basis' which aims at a’
distribution of trade with the United States approaching as
closely as possible thal which various foreign countries might
have expected to obtain in the absence of such restrictions,

(2) Notwithstanding paragraph (1), if the President
determines’ that the p;:rposes of ¢his section would best be
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served by action against one or more countries having large
or persistent balance-of-payments surpluses, he may exempt
all other countries from such surcharge.

(8) After such time when there enters into force for the
United States new rules regarding the application of sur-
charges as part of a reform of internationally agreed balance-
of-payments adjustment procedures, the exemption authority
contained in paragraph (2) shall be applied consistently
with such new international rules.

(4) 1t is the sense of Congress that the President seek
modifications in international agreements aimed at allowing
the use of surcharges in place of quantitative restrictions (and
providing rules to govern the use of such surcharges) as a
balance-of-payments adjustment measure within the context
of arrangements for an equitable sharing of balance-of-pay-
ments adjustment responsibility among deficit and surplus
ocountries.

(d) Import restricting actions proclaimed pursuant to
subsection (a) shall be of broad and wniform application with
respect to product coverage except where the President de-
termines, consistently with the purposes of this section, that
certain articles or groups of articles should not be subject to
import restricting actions because of the needs of the United
States economy. Such exceptions shall be limited to the llm-

availability of domestic supply at reasonable prices, the nee-
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ossary importation of raw materials, avoiding serious disloca-
tions in the supply of imported goods, and other sixﬁilar fac-
tors. In addition, uniform exceptions may he made where im-
port restricting actions would be unnecessary or ineffective in
carrying out the purposes of this section, such as with respect
to articles already subject to import restrictions, goods in
transit, or goods under binding contract. Neither the authori-
zation of import restricting actions nor the determination of
exceptions with resl;ect to product coverage shall be made
‘for the purpose of protecting individual domestic industries
from import competition.

(e) Any quantitative limitation proclaimed pursuant. to
subparagraph (B) of subsection (a) on the quantity or value,
or both, of an article or group of articles—

(1) shall permit the importation of a quantity or
value not less than th-e quantity or valué of such article
or articles imported into the United States from the
foreign countries to which such limitation applies dur-
ing the most recent period which the President deter-
mines is representative of imports of such article or

- articles, and

(2) shall take into account any increase since the
end of such representative period in domestic consump- 4
tion of such article or articles and like or similar articles”

of domestic manufacture or production.
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(f) ‘The President may at any time, consistent with the
provisions of this section, suspend, modify, or terminate, in

whole or in part, any proclamation under this section either

during the initial 150-day period of effectiveness or as ex-

tended by subsequent Act of Congress.

(g) No provision of law authorizing the termination of
tariff concessions shall be used to impose a surcharge on
impbrts into the United States.

SEC. 123. AUTHORITY TO SUSPEND IMPORT BARRIERS
TO RESTRAIN INFLATION.

(a) If, duringa period of sustéined or rapid price in-
creases, the President determines that supp!ies of articies,
imports of which are dutiable or subject to any other import
restriction, are inadequate to meet domestic demand at rea-
sonable prices, he may, either generally or by article or cate-
gory of articles—

(1) proclaim a temporary reduction in, or suspen-
sion of, the duty applicable to any article; and
(2) proclaim a temporary increase in the value or
quantity of articles which may be imported under any
import restriction.
Proclamations under this section in effect at ;my time shall
not apply to more than 30 percent of the estimated total
value of United States imports of all articles during the time

such actions are in effect.
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(b) (1) The President shall exclude from the applica-
tion of any proclamation issued under subsection (a) any
article if in his judgment such action would cause or
contribute to material injury to firms or workers in any
domestic industry, including agriculture, mining, fishing, or
commerce, or to impairment of the national security, or
would otherwise be contrary to the national interest.

(2) The President shall exclude from the application
of any proclamation under subsection (a) any article which
is the subject of any proclamation under section 22 of the
Agricultural Adjustment Act. ’ _

(¢) The President may, to the extent that such action
is consistent with the purposes of this section and the limita-
tions contained in this section, proclaim the modification or
termination, in whole or in part, of any proclamation issued
under subsection (a).

(d) The President shall promptly notify each House of
Congress of any action taken under this section and the
reasons therefor.

(e) The effective period .for any proclamation issued
under this section with respect to any article shall ;not
exceed 150 days (unless a longer period is authorized by
Act of Congress) ; nor shall any article which has been the
subject of any proclamation issued under this section be the

subject of another proclamation issued under this section
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until 1 year has expired after the termination of the effective
period of such prior proclamation. '
SEC. 124. COMPENSATION AUTHORITY.

(a) Whenever any action has been taken under section

203 (b) to increase or impose any duty or other import

restriction, the President—

(1) may enter into agreements with foreign coun-
tries for the purpose of granting new concessions as com-
pensation in order to maintain the general level of recip-
rocal and mutually advantageous concessions; and

(2) may proclaim such modification or continu-
ance of any existing duty, or such continuance of exist-
ing duty-free or excise treatment, as he determines to be
required or appropriate to carry out any such agreement,

(b) No proclamation shall he made pursuant to subsec-
tion (a) decreasing any rate of duty to a rate which is more
than 30 percent below the existing rate of duty,

(¢) No agreemént may be entered into under this sec-
tion during any period in which agreements may be entered
into under section 101.

'SEC. 125. AUTHORITY TO RENEGOTIA’!_‘E DUTIES'.“ ’

(a) Whenever the President determines that any exist-
ing duties or other import restrictions of any foreign country

or the United States are unduly burdening and restricting
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the foreign trade of the United States and that the purposes
stated in section 2 will-be promoted thereby, the President—
(1) may enter into trade agreements with foreign
countries or instrumentalities thereof, and
(2) may proclaim such modification or continuance
of any existing duty, such continuance of existing duty-
free or excise treatment, or such additional duties, as
he determines to be required or appropriate to carry out
any such trade agreement.

(b) Agreements entered into under this section in any
1-year period shall not provide for the reduction of duties,
or the continuance of duty-free treatment, for articles which
account for more than 2 percent of the value of United States
imports for the most recent 12-month period for which import
statistics are available.-

(c) (1) No proclamation shall be made pursuant to sub-
section (a) decreasing any rate of duty to a rate which is
more than 20 percent below the existing rate of duty.

(2) No proclamation shall be made pursuant to sub-

.section (a) decreasing or increasing any rate of duty tc a

rate which is lower or higher than. the corresponding rate
which would have resulted if the maximum authority
granted by section 101 with respect to such article had been

exercised.
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(d) Agreements may be entered into under this section
only during the 2-year period which immediately follows the
close of the period during which agreements may be entered
into under section 101,

SEC. 126. TERMINATION AND WITHDRAWAL AUTHORITY,

(n) Every trade agrcement entered into under this Act
shall be subject to termination or withdrawal, upon due no-
tice, at the end of a period specified in the agreement. Such
period shall be not more than 3 years from the date on which
the agreement becomes effective. If the agreement is not
terminated or withdrawn from at the end of the period so
specified, it shall be subject to termination or withdrawal
thereafter upon not more than 6 months’ notice.

(b) The President may at any time terminate, in whole
or in part, any proclamation made under this Act.

(¢) Whenever the United States, acting in pursuance
of any of its rights or obligations under any trade agreement
entered into pursuant to this Act, section 201 of the Trade
Expansion Act of 1962, or scction 350 of the Tariff Act
of 1930, withdraws or suspends any obligation with respect
to the trade of any foreign country or instrumentality thereof,

the President is authorized, to the extent, at such times, and
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for such periods as he deems necessary or appropriate, in
order to cxercise the rights or fulfill the obligations of “the
United States and consistently with the purposes stated in
section 2 and the international obligations of the United
States, in addition to exercising the authority contained in
subsection (b), to proclaim an increase in any existing duty
to a rate not more than 50 percent above the rate existing -
on July 1, £934, or 20 percent ad valorem above the rate
existing on July 1, 1973, whichever is higher, and to
proclaim the withdrawal or suspension of the application,
in whole or in part, of the agreement.

| (d) Dauties or other import restrictions required or
appropriate to carry out any trade agreement entered into
pursuant to this Act, section 201 of the Trade Expansion
Act of 1962, or section 350 of the Tariff Act of 1930 shall
not be affected by any termination, in whole or in part, of
such agreement and shall remain in effect after the date of
such termination for 1 year, unless the President by procla~
mation provides that such rates shall be restored to the level
they would be but for the agreement. Within 60 days of
any such termination, the President shall transmit to the
Congress his recommendations as to the appropriate rates
of duty for all articles which were affected by the termina-
tion or would have been so affected but for tﬁe preceding

sentence.
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(¢) Before taking any action pursuant to subsection (bh)

- or (c), the President shall provide for a public hearing

during the course of which interested persons shall be given
a reagonable opportunity to be present, to produce evidence,
and to be heard.

SEC. 127. NONDISCRIMINATORY TREATMENT.

Except as otherwise provided in this Act or in any other

. provision of law, any duty or other import restriction or

duty-free treatment proclaimed in carrying out any trade

. agreement under this title shall apply to products of all

[ I S S
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foreign countries, whether imported directly or indirectly.
SEC. 128. RESERVATION OF ARTICLES FOR NATIONAL SE-
CURITY OR OTHER REASONS,

(a) No proclamation shall be made pursuant to the

. provisions of this Act reducing or eliminating the duty or

other import restriction on any article if the President deter-

* mines that such reduction or elimination would threaten to

impair the national security..

(b) While there is in effect with respect to any article

" any action taken under section 203 of this ‘Act, or section

232 or 351 of the Trade Expansion Act of 1962 (19 U.S.C.

-sec. 1802, 1981), the President shall reserve such article from

negotiations under this title. (and from any action under
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section 122 (b) or 123) contemplating reduction or elimina-

tion of any duty or other import restriction. In addition, the

. President shall also so reserve any other article which he

determines to be appropriate, taking into consideration infor-

- mation and advice available pursuant to and with respect to

the matters covered by sections 131, 132, and 133 (b), where

applicable, _
(c) The President shall submit fo the Congress an an-

nual report on section 232 of the Trade Expansion Act of

1962. Within 60 days after he takes any action under such

~11—section 232, the President shall report to the Congress the

12
13
14
15
16
1
18

¢

action taken and the reasons-therefor. :
CHAPTER 3—HEARINGS AND ADVICE .
CONCERNING NEGOTIATIONS
SEC. 131, TARIFF COMMISSION ADVICE. )

(a) In connection with any proposed trade agreement
under chapter 1 or section 124 or 125, the President shall
from time to time publish and furnish the Tariff Commission
with lists of articles which may be considered for modifica-
tion or continuance of United States duties, continuance of
United States duty-free or excise treatment, or additional
duties. Il; the case of any article with respect to which con-
sideration may be given to reducing or increasing the rate of
duty, the list shall specify the provision of this title pursuant

to which such consideration may be given.
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(b) Within 6 months aftgr' receipt of suchi a list, the
Tariff Commission shall advisé the President with respect
to each article of its judgment as to the probable economic
effect of modifications of duties on industries producing
like or directly competitive articles and on consumers, so as
to assist the President in naking an informed judgment as
to the impact which might be caused by such modifications
on United States manufacturing, agriculture, mining, fish-
ing, labor, and consumers. Such advice may include in the
case of any article the advice of the Tariff Commission as to
whether any reduction in the rate of duty should take place
over a longer period than the lr;inimum periods. provided by
section 103 (a). o

(c) In addition, in order to assist the President in his
determination of whether to enter into any agreement under
seetion 102, the Tariff Commission shall make such investi-
gations and reports as may be requested by the President, in-
cluding, where feasible, advice as to the probable economic
effects of modifications of any barrier to (or other distor-
tion of) international trade on domestic industries and pur-
chasers and on prices and quantities of articles in the United
States.

(d) In preparing its advice to the President under this
seotion, the Tarif Commission shall, to the extent

practicable—
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(1) investigate conditions, causes, and effects re-
lating to competition betwcen the foreign industries pro-
ducing the articles in question and the domestic industries
producing the like or directly competitive articles;

(2) analyze the production, trade, and consumption
of each like or directly competitive article, taking into
consideration employment, profit levels, and use of pro-
ductive facilities with respect to the domestic industries
concerned, and such other economic factors in such in-
dustries as it considers relevant, including prices, wages,
sales, inventories, patterns of demand, capital invest-
ment, obsolescence of equipment, and diversification of
production;

(3) describe the probable nature and extent of any
significant change in employment, profit levels, and
use of productive facilities, and such other conditions as
it deems relevant in the domestic industries_concerned
which it believes such modifications would cause ; and

(4) make special studies (including studies of real
wages paid in foreign supplying countries), whenever
deemed to he warranted, of particular proposed modifi-
cations affecting United States <manufncturing, agricul-
ture, mining, fishing, labor, and consumers, utilizing to

the fullest extent practicable United States Government
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facilities abroad and appropriate personnel of the United

States.

(e) In preparing its advice to the President under this
section, the Tariff Commission shall, after reasonable notice,
hold public hearings.

SEC. 132. ADVICE FROM DEPARTMENTS AND OTHER
SOURCES.

Before any trade agreement is entered into under chap-
ter 1 or section 124 or 125, the President shall seek infor-
mation and advice with respect to such agreement from the
Departments of Agriculture, Commefce, Defense, Interior,
Labor, State, and the Treasury, from the Special Represen-
tative for Trade Negotiations, and from such other sources
as he may deem appropriate.

SEC. 133. PUBLIC HEARINGS.

(a) In connection with any proposed trade agreement
under chapter 1 or section 124 or 125, the President shall
afford an opportunity for any interested person to present
his views concerning any article on a list published pursnant
to section 181, any article which should be so listed, any
concession which should be sought by the United States, or
any other matter relevant to such proposed trade agrec-
ment. For this purpose, the President shall designate an

agency ‘or an interagency committee which shall, after
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reasonable notice, hold public hearings and prescribe regu-
lations governing the conduct of such hearings.

(b) The organization holding such hearings shall fur-
nish the President with a summary thereof. 4
SEC. 134. PREREQUISITES FOR OFFERS.

In any negotiations seeking an agreement under chapter
1 or section 124 or 125, the President may make an offer

for the modification or continuance of any United States

O W a9 O s W NN -

duty, the continuance of United States duty-free or, excise
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treatment, or the imposition of additional duties, with respect

—
[y

to any article only after he has received a summary of the

hearings at which an opportunity to be heard with respect

T
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to such article has been aﬂqrded under section 133. In addi-

[y
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tion, the President may make such an offer only after he has

[
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received advice concerning such article from the Tariff Com-

-t
<

mission under section 131 (b), or after the expiration of the

[y
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relevant G-month period provided for in that section, which-

et
[+ ]

ever first occurs.

SEC. 135. ADVICE FROM PRIVATE SECTOR.

8 &

(a) The President, in accordance with the provisions of
21 this section, shall seek information and advice from repre-
22 sentative elements of the private sector-with respect to nego-
23 tiating objectives and bargaining positions before entering
24 into a trade agreement referred to in section 101 or 102.

25 .(b) (1) The President shall establish an Advisory Com-

30-229 O - 74 - 4
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mittee for Trade Negotiations to provide overall policy advice
on any trade agreement referred to in section 101 or 102.
The Committee shall be composed of not more than 45 in-
dividuals, and shall include representatives of government,
labor, industry, agriculture, consumer interests, and the
general public.

(2) The Committee shall meet at the call of the Specinl
Representative for Trade Negotiations, who shall be the
Chairman. The Committee shall terminate at the expiration
of 5 years from the date of the enactment of this Act.
Members of the Committee shall be appointed by the Presi-
dent for a period of 2 years and may be reappointed for one
or more additional periods.

(3) The Special Representative for Trade Negotiations
shall make available to the Committee such staff, information,
personnel, and administrative services and assistance as it
may reasonably require to carry out its activities,

(¢) In addition to the Committee established under

subsection (h), the President shall, on his own initiative -or

-at the request of organizations in a particular product sector,

establish such industry, labor, or agricultural advisory com-
mittees as he determines to be necessary for any trade nego-
tiations referred to in section 101 or 102. Such committees
shall, so far as practicable, be representative of all industry,

labor, or agricultural interests in the sector concerned. In
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1 organizing such committees the DPresident, acting through
2 the Special Representative for Trade Negotiations and the
3 Secretary of Commerce, Labor, or Agriculture, as appropri-
4 ate, (1) shall consult with interested private organizations,

5 and (2) shall take into account such factors as patterns of
¢ actual and potentinl competition between United States

7 industry and agriculture and foreign enterpriée in interna-
g tional trade, the character of the nontariff barriers and other
9 distortions affecting such competition, the necessity for rea-
10 sonable limits on the number of such product sector advi-
11 sory committecs, the necessity that each committee be

12 reasonably limited in size, and that the product lines cov-
13 ered by each committee be reasonably related.

14 (d) Committees established pursuant to subsection (c)

15 shall meet at the call of the Special Representative for Trade
16 Negotiations, before and duﬁng any trade negotiations, to

17 provide the following:

18 (1) policy advice on negotiations;

19 (2) technical advice and information on negotia-
20 tions on particular products both' domestic and foreign;
21 and

92 (8) advice on other factors relevant to positions of
23 the United States in trade negotiations.

2% (e) The provisions of the Federal Advisory Committec

25 Act (Public Law 92-463) shall apply—
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(1) to the Advisory Committee for Trade Negotia-
tions established pursuant to subsection (b) ; and
(2) to all other advisory committees which may be

established pursuant to subsection (c) ; except that the
meetings of advisory groups established under subsection
(c) shall be exempt from the requirements of subsections
(a) and (b) of section 10 of the Federal Advisory
Committee Act (relating to open meetings, public notice,
public participation, and public availability of docu-
menté), whenever and to the extent it is determined
by the President or his designee that such meetings will
be concerned with matters the disclosure of which would
seriously compromise the Government’s negotiating ob-
jectives or bargaining positions on the negotiation of any
trade agreement.

(f) Information received in confidence by the Advi-
sory Committee for Trade Negotiatic;ns or by any advisory
committee established under subsection (¢) shall not be dis-
closed to any person other than to officers or employees of the
United States designated by the Special Representative for
Trade Negotiations, by the Committee on Ways and Means
of the House of Representatives, or by the Committee on

Finance of the Senate to receive such information for use in

*connection ‘with negotiation of a trade agreement referred to

in section 101 or 102,
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(g) The Special Representative for Trade Negotiations,
and the Secretary of Commerce, Labor, or Agriculture, as
appropriate, shall provide such staff, information, person-
nel, and administrative services and assistance to advisory
committees established pursuant to subsection (c) as such
committees may reasonably require to carry out their
activities.

(h) It shall be the responsibility of the Special Repre-
sentative for Trade Negotiations, in conjunction with the
Secretary of Commerce, Labor, or Agriculture, as appro-
priate, to adopt procedures for consultation with and ob-
taining information and advice from the advisory committees
established pursuant to subsection (c) on a continuing and
timely basis, both during preparation for negotiations and
actual negotiations. Such consultation shall include the provi-
sion of information to each advisory committee as to (1) sig-
nificant issues and developments arising in preparation for or
in the course of such negbtiations, and (2) overall negotiating
objectives and positions of the United States and other parties
to the negotiations. The Special Representative for Trade
Negotiations shall not be bound by the advice or recommen-
dations of such advisory committees but the Special Represen-
tative for Trade Negotiations shall inform the advisory ccm-
mittees of failures to accept such advice or recommendations,

and the President shall include in his statement to the Con-
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gress, required by section 163, a report by the Special
Representative for Trade Negotiations on consultation with
such ocomunittees, issues involved in such consultation,
and the reasons for not accepting advice or recommendations.

(i) In addition to any aavisory committee established
pursuant to this section, the President shall provide adequate,
timely, and continuing opportunity for the submission on an
informal basis by private organizations or groups, represent-
ing labor, industry, agriculture, consumer interests, and

others, of statistics, data, and other trade information, as well

" as policy recommendations, pertinent to the negotiation of

any trade agreement referred to in section 101 or 102.
(j) Nothing contained in this section shall be construed
to anthorize or permit any individual to participate directly
in any negotiation of any trade agreement referred to in
section 101 or 102.
CHAPTER 4—OFFICE OF THE SPECIAL REP-
RESENTATIVE FOR TRADE NEGOTIA-
~ TIONS
SEC. 141. OFFICE OF THE SPECIAL REPRESENTATIVE FOR
) TRADE NEGOTIATIONS.
(8) There is established the Office of the Special Rep-
resentative for Trade Negotiations (hereinafter in this sec-
tion referred to as the *“Office”) .

(b) (1) The Office shall be headed by the Special Rep-
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resentative for Trade Negotiations who shall be appointed
by the President, by and with the advice and consent of
the Senate. The Special Representative for Trade Negotia-
tions shall hold office at the pleasure of the President, shall
be entitled to receive the same compensation and allow-
ances as a chief of mission, and shall have the rank of Am-
bassador Extraordinary and Plenipotentiary. B

(2) There shall be in the Qffice two Deputy Special

Representatives for Trade Negotiations who shall be ap-

pointed by the President, by and with the advice and con-
sent of the Senate. Each Deputy Special Representative for
Trade Negotiations shall hold office at the pleasure of the
President and shall have the rank of Ambassador.
(¢) (1) The Special Representative for Trade Negotia-
tions shall—
(A) be the chief representative of the United States
for each trade negotiation under this title or section 301;
(B) be responsible to the President and to Congress
for the administration of trade agreements programs
under this Act and the Trade Expansion Act of 1962;
(C) advise the President and Congress with respect
to nontariff barricrs to international trade, international
commodity agreements, and other mafters which are re-
lated to the trade agreements programs;

(D) be respousible for making reports to Congress
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with respect to the matter set forth in subparagraphs

(A) and (B);

(E) be chairman of the interagency trade organiza-
tion established pursuant to section 242 (a) of the Trade
Expansion Act of 1962; and

. (I') be responsible for such other functions as the

President may direct.

(2) Each Deputy Special Representative for Trade
Negotiation shall have as his principal function the conduct
of trade negotiations under this Act and shall have such
other functions as the Special Representative for Trade
Negotiations may direct.

(d) The Special Representative for Trade Negotiations
may, for the purpose of carrying out his functions under this
section—

(1) subject to the civil service and classification
laws, select, appoint, employ, and fix the compensation
of such officers and employees as are necessary and
prescribe their authority and duties;

(2) employ experts and consultants in accordance
with section 8109 of title 5, United States Code, and
compensate individuals so employed for each day (in-
cluding traveltime) at rates not in excess of the maxi-
mum rate of pay for grade GS-18 as provided in section
5332 of title 5, United States Code, and while such

experts and consultants are so serving away from their
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homes or regular place of business, to pay such em-
ployees travel expenses and per diem in licu of sub-
sistence at rates authorized by section 5703 of title 5,
United States Code, for persons in Government service
employed intermittently ;

(3) promulgate such rules and regulations as x;my
be necessary to carry out the functions vested in him;

(4) utilize, with their consent, the services, per-
sonnel, and facilities of other Federal agencies;

" (5) enter into and perform such contracts, leases,
cooperative agreements, or other transactions as may
be necessary in the conduct of the work of the Office
and on such terms as the Special Representative for
Trade Negotiations may deem appropriate, with any
agency or instrumentality of the United States, or with
any public or private person, firm, association, corpo-
ration, or institution;

(6) accept voluntary and uncompensated services,
notwithstanding the provisions of section 665 (b) of
titlel3l, United States Code; and

(7) adopt an ofﬁciﬁl seal, which shall be judicially
noticed.

(e) The Special Representative for Trade Negotiations

24 ghall, to the cxtent he deems it necessary for the proper

25 administration and execution of the trade agreements pro-

26 grams of the United States, draw upon the resources of,
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and consult with, Federal agencies in connection with the
performance of his functions.

(f) (1) Any individual who holds the position of Special
Representative for Trade Negotiations or a position as
Deputy Special Representative for Trade Negotiations on
the day before the date of enactment of this Act and who
has been confirmed by and with the advice and consent
of the Senate may continue to hold such position without
regard to the first sentence of paragraph (1), or the first
sentence of paragraph (2) of subsection (b), as the casc
may be.

(2) All personnel who on the day before the date
of the enactment of this Act are employed by the Office
of the Special Representative for Trade Negotiations cstab-
lished by Executive Order No. 11075 of January 15, 1963,
as amended, are hereby transferred to the Office. A
CHAPTER 5—CONGRESSIONAL DISAPPROV-

AL PROCEDURES WITH RESPECT TO

PRESIDENTIAL ACTIONS
SEC. 151. RESOLUTIONS DISAPPROVING THE ENTERING

INTO FORCE OF TRADE AGREEMENTS ON DIS-
TORTIONS OF TRADE OR DISAPPROVING CER-
TAIN OTHER ACTIONS.

(a) RuLes oF HoOUSE oF REPRESENTATIVES AXND

SENATE ON SU("}I ResoLuTrions.—This chapter is enacted

by the Congress—
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(1) as an exercise of the rulemaking power of the
House of Representatives and the Senate, respectively,
and as such they are deemed a part of the rules of each
House, respectively, but applicable only with respect
to the procedure to he followed in that House in the
case of resolutions described in subsection (b); and
they supersede other rules only to the extent that they
are inconsistent therewith; and

(2) with full recognition of the constitutional right
of eithe;r Ilouse to change the rules (so far as relating
to the procedure of that ﬁouse) at any time, in the
same manner and to the same extent as in the case of
any other rule of that House.

() TeRMS OF RESOLUTION.—

(1) For purposes of this section, the term “resolu-
tion” means only a resolution of either House of Con-
gress, the matter after the resolving clause of which is
as follows: “That the ———————— does not favor

transmitted to Congress by the President

on ——————————", the first blank space therein being

filled with the name of the resolving House, the third

" blank space therein heing appropriately filled with the

day and year, and the sccond hlank space therein heing
filled in accordance with paragraph (2).
(2) The second blank space referred to in para-

graph (1) shall be filled as follows:
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(A) in the case of a resolution relating to the
"entering into force of a trade agreement under sec-
tion 102 (f), with the phrase “the entering into force
of the trade agreement”;

(B) in the case of a resolution referred to in
section 204 (b), with the phrase “the taking cffect
or the continuation in effect of tlie proposed action
under paragraph (3) or (4) of section 203 (b) of
the Trade Reform Act of 1973";

(C) in the case of a resolution referred to in
section 302 (b), with the plirase “the taking effect or
the continuation in effect of action under section’
301 of the Trade Reform Act of 1973”; and

(D) in the case of a resolution referred to in
section 406 (c), with the phrase “the entering into
force or the continuing in effect of nondiscriminatory

12

treatment with respect to the products of

(with this blank space being filled by the name of

the appropriate country).
(¢) REFERENCE OF RESOLUTION T0 COMMITTEE.~
A resolution disapproving the entering into force of a trade
agreement under section 102 (f) shall be referred to the com-
mittee’ or committees of each House which would have juris-
diction over proposed legislation relating to matters covered
by the proc!amation and orders submitted with such agree-

ment. A resolution referred to in section 204 (b), 302 (b),
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or 406 (o) shall be referred to the Committee on Ways

and Means of the House of Representatives or to the Com-
mittee on Finance of the Senate, as the case may be.

(d) DiscuarGe oF CoMMITTEE CONSIDERING RESO-
LUTION.—

(1) If the committee to which & resolution has
been referred has not reported it at the end of 7 cal-
endar days after its introduction, it is in order to move
either to discharge the committee from further considera-
tion of the resolution or to discharge the committee from
further consideration of any other resolution with respect
to the agreement which has been referred to the
oommittee,

(2) A motion to discharge may be made only by
an individual favoring the resolution, is highly privileged
(except that it ms-ty not be made after the committee has
reported a resolution with respect to the same matter),
and debate thereon shall be limited to not more than 1
hour, to be divided equally between those favoring apd
those opposing the resolution. An amendment to the
motion is not in order, and it is not in order to move
to reconsider the vote by which the motion is agreed to
or disagreed to.

(3) If the motion to discharge is agreed to or dis-

agreed to, the motion may not be renewed, nor may )
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another motion to discharge the committee be made -
with respect to any other resolution with respect to the
sume matter.

(e) ProcEpURE AFTER RBPORT OR DISCHARGE OF

COMMITTEE; DEBATE.—

(1) When the committee has reported, or has been
discharged from further consideration of, a resolution,
it is at any time thereafter in order (even though a
previous motion to the same effect has been disagreed
to) to move to proceed to the consideration of the
resolution. The motion is highly privileged and is not
debatable. An amendment to the motion is not in order,
and it is not in order to move to reconsider the vote
by which the motion is agreed to or disagreed to.

(2) Debate on the resolution shall be limited to
not more than 10 hours, which shall be divided equally
between those favoring and those opposing the resolu-
tion. A motion further to limit debate is not debatable.
An amendment to, or motion to recommit, the resolution
is not in order, and it is not in order to move to re-
consider the vote by which the resolution is agreed to
or disagreed to.

(f) Drcistons Witnour DiBaTe o8 MorioN To

POSTPONE OR PROCEED.—

*(1) Motions to postpone, made with respect to the

discharge from committee or the consideration of a
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resolution and motions to procced to the consideration

of other husiness, shall be decided without debate.

(2) Appeals from the decisions of the Chair relat-
ing to the application of the rules of the House of Rep-
resentatives or the Senate, as the cese may be, to the
procedure relating to any resolution shall he decided
without debate.

SEC. 152. SPECIAL RULES RELATING TO CONGRESSIONAL
DISAPPROVAL PROCEDURES.

(n) Whenever, pursnant to section 102 (f), 204 (b),
302 (h), or 406 (a) and (b), a document is required to he
transmitted to the Congress, copies of such document shall be
delivered to hoth Houses of Congress on the same day and
shall be delivered to the Clerk of the House of Representatives
if the House is not in session and to the Secretary of the
Senate if the Senate is not in session.

(b) For purposes of sections 102 (f) (3), 204 (h),
302 (b), and 406 (c), the 90-day period referred to in such
sections shall be computed by excluding—

(1) the days on which cither House is not in ses-
sion becanse of an adjournment of more than 3 days to a
day certain or an adjownment of the Clongress sine die,
and |

{2) any Saturday and Sunday, not exeluded under

pararraph (1) when cither Pense s uot in sessdon,
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CHAPTER 6—CONGRESSIONAL LIAISON
AND REPORTS
SEC. 161 CONGREQSIONAL DELEGATES TO NEGOTIATIONS.
At the beginning of ench regular session of the Congress,
the President shall, upon the recommendation of the Speaker
of the House of Representatives, select five members (not
more than three of whom shall be of the same political party)
of the Committeo on Ways and Means, and shall, upon the
recommendation of the President of the Senate, select five

members (not more than three of whom shall be of the same

political party) of the Committee on Finance, who shall be

- accredited as official advisers to the United States delegation

to international conferences, meetings, and negotiation ses-
sions with respect to trade agreements. Any individual so
selected may be reselected under this section.
SEC. 162. TRANSMISSION OF AGREEMENTS.TO CONGRESS.
(a) As soon as practicable after a trade agreement
entered into under chapter 1 or section 124 or 125 has
entered into force with respect to the United States, the
President shall, if he has not previously done so, transmit
a copy of such trade agreement to each House of the Con-
gress together with a statement, in the light of the advice
of the Tariff Commission under- section 131 (b), if any,
and of other relevant éonsidemtions, of his reasons for
entering into the agreement.

(b) The President shall transmit to each Member of
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the Congress a summary of the information required to he
transmitted to each House under subsection (a). For
purposes of this subsection, the term “Member” includes
any Delegate or Resident Commissioner.
SEC. 163. REPORTS.

(a) The President shall submit to the Congress an
annual report on the trade agreements program and on import
relief and adjustment assistance for workers and firms under
this Act. Such report shall include information regarding
new negotiations; changes made in duties and- nontariff
barriers and other distortions of trade of the United States;
reciprocal concessions obtained; changes in trade agreements
(including the incorporation therein of actions taken for
import relief and compensation provided therefor) ; exten-
sion or withdrawal of nondiscriminatory treatment by the
United States with respect to the products of a foreign coun-
try; extension, modification, withdrawal, suspension, or limi-
tation of preferential treatment to exports of developing
countries; the results of action taken to obtain removal of
foreign trade restrictions (including discriminatory restric-
tions) against United States exports and the removal of
foreign practices which discriminate against United States
service industries (including transportation and tourism)

and investment; and the measures being taken to seek the

removal of other significant foreign import restrictions; and

other information relating to the trade agreements program

30229 0O - T4 -5
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and to the agreements entered into thereunder.
(b) The Tariff Commission shall submit to the Con-
gress, at least once a year, a factual report on the operation

of the trade agreements program.

TITLE II—RELIEF FROM INJURY
CAUSED BY IMPORT COMPETI-

TION
CHAPTER 1—IMPORT RELIEF

SEC. 201. INVESTIGATION BY TARIFF COMMISSION.

(a) (1) A petition for eligibility for import relief for the
purpose of facilitating orderly adjustment to import com-
petition may be filed with the Tariff Commission by an
entity, including a trade association, firm, certified or recog-
nized union, or group of workers, which is representative
of an industry. The petition shall include -a statement de-
scribing the specific purposes for which import relief is being -
sought, which may include such objectives as facilitating the
orderly transfer of resources to alternative uses and other
means of adjustment to new conditions of competition,

(2) Whenever a petition is filed under this subsection,
the Tarifi Commission shall transmit a copy thereof to the
Special Representative for Trade Negotiations and the agen-
cies directly concerned.

(b) (1) Upon the request of the President or the Spe-
cial Representative for Trade Negotiations, upon resolution

of either the Committee on Ways and Means of the House of
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Representatives or the Committee on Finance of the Senate,
upon its own motion, or upon the filing of a petition under
subsection (a) (1), the Tariff Commission shall promptly
make an investigation to determine whether an article is be-
ing imported into the United States in such increased quan-
tities as to be a substantial cause of serious injury, or the
threat ihereof, to the domestic industry producing an article
like or directly competitive with the imported article.

(2) In making its determinations under paragraph (1),
the Tariff Commission shall take into account all economic
factors which it considers relevant, including (but not limited
to) —

(A) with respect to serious injury, the significant
idling of productive facilities in the industry, the inability
of a significant number of firms to operate at a reasonable
level of profit, and significant unemployment or under-
employment within the industry; ,

(B) with respect to threat of serious injury, a
decline in sales, a higher and growing inventory, and
a downward tfend in production, profits, wages, or
employment (or increasing underemployment) in the
domestic industry concerned; and

(C) with respect to substantial cause, an increase
in imports (either actual or relative to domestic produc-
tion) and a decline in the proportion of the domestic

market suppliéd by domestic producers.
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(3) For purposes of paragraph (1), in determining
the domestic industry producing an article like or dircetly
competitive with an imported article, the Tariff Commission— -

(A) may, in the case of a domestic producer which
also imports, treat as part of such domestic industry only
its domestic production, and

(B) may, in the case of a domestic producer which
produces more than one article, treat as part of such
domestic industry only that portion or subdivision of the
producer which produces the like or directly competitive
article.

(4) For purposes of this section, the term “substantial
cause” means a cause which is important and not less than
any other cause.

(5) In the course of any proceeding under this sub-
section, the Tariff Commission shall, for the purpose of
assisting the President in making his determinations under
sections 202 and 203, investigate and ‘report on efforts made
by firms and workers in the industry to compete more ef-
fectively with imports, ‘

(6) In the course of any proceeding under this
subsection, the Tariff Commission shall investigate any
factors which in its judginent may be contributing to in-
creased imports of the article under investigation; and, when-

ever in the course of its investigation the Tarif Commission
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has reason to believe that the increased imports are attrib-

utable in part to circumstances which come within the pur-
view of the Antidumping Act, 1921, section 303 or 337
of the Tariff Act of 1930, or other remedial provisions of
law, the Tariff Commission shall promptly notify the appro-
priate agency so that such action may be taken as is other-
wise authorized by such provisions of law.

(c) In the course of any proceeding under subsection
(b), the Tariff Commission shall, after reasonable notice,
hold public_hearings and shall afford interested parties an
opportunity to be present, to _present evidence, and to be
heard at such hearings.

(d) (1) The Tariff Commission shall report to the
President its findings under subsection (b) and the basis
therefor and shall include in each report any dissenting or
séparule views. If the Tariff Commiission finds with respect
to any article, as a result of its investigation, the serious
injury or threat thereof described in subsection (b), it
shall find t‘he amount of the increase in, or imposition of,
any daty or other import restriction on such article which

is necessary to prevent or remedy such injury and shall in-

‘clude such finding in its report to the President. The Tariff

Commission shall furnish to the President a transcript of
the hearings and any briefs which may have been submitted

in connection with each investigation.
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(2) The report of the Tariff Commission of its deter-
mination under subsection (b) shall be made at the earliest
i)racticable time, but not later than 6 months after the date
on which the petition is filed (or the date on which the re-
quest or resolution is received or the motion 4is adopted, as.
the case may be). Upon making such report to the Presi-
dent, the Tariff Commission shall also promptly make pub-
lic such report (with the exception of information which
the Commission determines to be confidential) and shall
cause a summary thereof to be published in the Iederal
Register.

(¢) Except for good cause determined by the Tariff
Comnmiission to exist, no investigation for the purposes of this
section shall be made with respect to the same subject matter
as a previous investigation under this section, unless 1 year
has elapsed since the Tariff Commission made its r;\poxi to the
President of the results of such previous investigation.

(f) (1) Any investigation by the Tariff Commission
under section 301(b) of the Trade Expansion Aect of
1962 (as in effect before the date of the enactment
of this Act) which is in progress immediately before
such date of enactment shall be continued under this section
in the same manner as if the investigation had been instituted
originally under the provisions of this section. For purposes

of subsection (d) (2), the petition for any investigation to
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which the preceding sentence applies shall be treated as
having been filed, or the request or resolution as having been
received or the motion having been adopfed, as the case may
be, on the date of the enactment of this Act.

(2) If, on the date of the enactment of this Act, the
President has not taken any action with respect to any
report of the Tariff Commission containing an affirmative
determination resulting from an investigation under sec-
tion 301 (b) of the Trade KExpansion Act of 1962 (as
in effect before the date of the enactment of this
Act), such report shall be treated by the President as a re-
port received by him under this section on the date of the
enactment of this Act.. ‘
SEC. 202. PRESIDENTIAL ACTION AFTER INVESTIGATIONS.

(a) After receiving a report from the Tariff Commis-
sion containing an affirmative finding under section 201 (b)
that increased imports have been a substantial cause of seri-
ous injury or threat thereof with respect to an industry—

(1) the President shall evaluate the extent to which
adjustment assistance has been made available (or can
be made available) under chapters 2 and 3 to the work-
ers and firms in such industry, and, after such evalua-
tion, may direct the Secretary of Labor and the Secre-
tary of Commerce that expeditious consideration be

given to petitions for adjustment assistance; and
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(2) the President may provide import relief for

such industry pursuant to section 203.

(b) Within 60 days (30 days in the case of a supple-
mental report under subsection (d) ) after receiving a report
from the Tariff Commission containing an affirmative finding
under section 201 (b) (or a finding under section 201 (b)
which he may treat as an affirmative finding by reason of
section 330 (d) of the Tariff Act of 1930), the President
shall make his determination whether to provide import relief
pursuant to section 203. If the President determines not to
provide impori, relief, he shall immediately submit a report
to the House of Representatives and to the Senate stating
the considerations on which his decision was based.

(c) In determining whether to provide import relief
pursuant to section 203, the President shall take into account,
in addition to such other considerations as he may deem
relevant—

(1) information and advice from the Secretary of

Labor on the extent to which workers in the industry

have applied for, are receiving, or are likely to receive
adjustment assistance under chapter 2 or benefits from
other manpower programs;

(2) information and advice from the Secretary of

C‘ommerce on the extent to which firms in the inddslry
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have applied for, are receiving, or are likely to receive
adjustment assistance under chapter 3;

(3) the probable effectiveness of import relief as
a means to promote adjustment, the efforts being made
or to be implemented by the industry concerned to adjust
to import competition, and other considerations relative
to the position of the industry in the Nation’s economy;

(4) the effect of import relief on consumers {in-
cluding the price and availability of the imported article
and the like or directly competitive article produced in
the United States) and on competition in the domestic
markets for such articles;

(5) the effect of import relief on the international
economic interests of the United States; 7

(6) the impact on United States industries and
firms as a consequence of any possible modification of
duties or other import restrictions which may fesull
from international 6bligations with respect to compensa-
tion; ‘

(7) the geographic concentration of imported prod-
ucis marketed in the United States;

(8) the extent to which the United States market

is the focal point for exports of such article by reason
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of restraints on exports of such article to, or on imports
of such article into, third country markets; and
(9) the economic and social costs which would
be incurred by taxpayers, communities, and workers,
if import relief were or were not provided.

(d) The Dresident may, within 45 days after the
date on which he reccives an affirmative finding of the
Tariff Commission under section 201 (b) with respect to an
industry, request additional information from the Tarift
Commission, The Tariff Commission shall, as soon as prac-
ticable but in no event more than 30 days (60 days where
cxtensive additional information is requested) after the date
on which it receives the President’s request, furnish addi-
tional information with respect to such industry in a sup-
plemental report.

SEC. 203. IMPORT RELIEF.

(a) For purposes of applying the provisions of this
section, each of the following metheds of providing relief
from injury caused by imports shall be preferred to the
methods listed below it: . ‘

(1) Increases in, or impositions of, duties.
(2) Tariff-rate quotas. '
(3) Quantitative restrictions,

(4) Orderly marketing agreements.
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1 Nothing in this section shall prevent the use of a combination
2 of two or more such methods. .

3 (b) If the President determines to provide import
1 relief pursuant to this section, he shall, to the extent that and
5 for such time (not to exceed 5 years) as he determines neces-
6 saryto prevefnt or remedy serious injury or the threat thereof
7 to the industry in question and to facilitate the orderly adjust-

S ment to new competilive conditions by the industry in

9 question—
10 (1) proclaim an increase in, or imposition of, any
1 duty on the article causing or threatening to cause serious
12 injury to such industry;
m (2) proclaim a tariff-rate quota on such article;
H (3) proclaim a modifieation of, or imposition of, nn:y
15 quantitative restriction on the import into the United
1. Sta es of sueh article;
17 (4) negotiate orderly marketing agreements with
18 foreign countries limiting the export from foreign coun-
19 tries and the import into the United States of such
20 articles; or
21 (5) take any combination of such actions.

(¢) Whenever the President selects under this section

.
ne

23 a method or methods of providing relief from injury caused

2¢  hy imports, he shall report to the Congress what action he is



S O R W N

© 0 =

70

? 59
taking, and he shall state with respect to each such method
the reasons why he selected that method of providing relief
from such injury rather than adjustment assistance and rather
than cach method of import relief which ranks higher in
preference. _

(d) (1) No proclamation pursuant to subsection ()
shall be made inoreasing a rate of duty to (or imposing) a
rate which is more than 30 percent ad valorem above the rate
(if any) existing at the time of the proclamation.

(2) Any quantitative restriction proclaimed pursuant
to subsection (b) and any orderly nmrketing agrecment
negotiated pursuant to such subsection shall permit the im-
portation of a quantity or value of the article which is not
less than the quantity or value of such article imported into
the United States during the most recent period which the
President determines is representative of imports of such
article.

(e) (1) Any initial proclamation made pursuant to
paragraph (1), (2), or (3) of subsection (b) shall be
made within 15 days after the import relief determination
date. Any initial orderly marketing agreement under para-
graph (4) of subsection (b) shall be entered into within
180 days after the import relief determination date,

(2) If, within 15 days after the imp;)rt relief

determination date, the President nnnounces his intention-to
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negotiate one or more orderly marketing agreements, the
taking effect of any initial proclamation referred to in para-
graph (1) may be withheld until the entering into effect of
an orderly marketing agreement which is entered into ou
or before the 180th day after the import relief determina-
tion date, and the application of any such initial proclamation
may be suspended while such agreement is in effect.

(8) For purposes of this subscetion, the term “import
relief determination date” means the date of the Pr(;sident’s
determination under section 202 to provide import relief.

(f) (1) For purposes of subsections (a) and (b), the
suspension of item 806.30 or 807.00 of the Tariff Schedules
of the United States with respect to an article shall be ireated
as an increase in duty.

(2) For purposes of subsections (a) and (b), the sus-
pension of the designation of any article as an eligible article
for purposes of title V shall be treated as an increase in duty.

(3) No proclamation providing for a suspension referred
to in paragraph (1) or (2) with respect to any article shall
be made under subsection (b) unless the Tariff Commission,
in addition to making an affirmative determination with re-

spect to such article under section 201 (b), determines in

“the course of its investigation under section 201 (h) that the

serious injury (or threat thercof) to the domestic industry

producing a like or directly competitive article results from
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the application of item 808.30 or item 807.00, or from the
designation of the article as an eligible article for purposes of
title V, as the case may be.

(g) No import relief shall be provided pursuant to this
section unless due diligence has been cxercised in notifying
those persons who may be adversely affected by the providing
of such relief, and unless the President has provided for a pub-
lic hearing with respect to the proposal to provide such relief
during the course of which interested persons have heen given
a reasonable opportunity to be present, to produce evidence,
and to be heard.

(h) (1) The President shall by regulations provide for
the efficient and fair administration of any quantitative restric-
tion pro.clnimcd pursuant to subsection (h) (3).

(2) In order to carry out an agreement concluded
under subscction - (b) (4), the President is authorized to
prescribe regulations governing the entry or withdrawal from
warehouse of articles covered by such agreement. In addi-
tion, in order to carry out one or more agreements concluded
under subsection (b) (4) among countries accounting for a
major part of United States imports of the article
covered by such agreements, the President is also anthorized.
to issue regulations govm;ning the entry or withdrawal from.
warchouse of like articles which are the produét of counutries

not parties to such agrecments.
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(8) Regulations prescribed under this subsection shall,
to the extent praciicable and consistent with efficient and fair
administration, insure against inequitable sharing of imports
by a relatively small number of the larger importers,

(i) (1) Any import relief provided pursuant to this
section shall, unless rencwed pursuant to paragraph (3),
terminate no later than the close of the day which is 5
years after the day on which import relief with respect to
the article in question first took effect pursuant to this
section,

(2) To the extent feasible, any import relief provided
pursuant to this scction for a period of more than 3 years shall
be phased down during the period of such relicf, with the first
reduction of reliefl taking effect no later than the close of the
day which is 3 years after the day on which such relief
first took effect.

(3.) Any import relief provided pursuant to this sce-
tion may be extended by the President, at a level of relief
no greater than the level in effect immediately before such
extension, for one 2-year period if the President determines,
after taking into account the advice received from the Tariff
Commission under subsection (j) (2) and after taking into
nccount the considerations deseribed in section 202 (¢), that
such extension is in the national interest. '

(4) Any import relief provided pursuant to this sec-
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tion may be reduced or terminated by the Presﬁdent when
he determines, after taking into account the advice received
from the Tariff Commission under subsection (j) (2) and
after seeking advice of the Secretary of Commerce and the
Secretary of Labor, that such reduction or termination is
in the national interest.

(5) For purposes of this subsection and subsection (j),
the import relief provided in the case of an orderly market-
ing agreement shall be the level of relief contemplated by
such agreement. .

(j) (1) So long as any import relief provided pursuant
to this section remains in effect, the Tariff Commission shall
keep under review developments with respect to the industry
concerned (including the progress and specific efforts made
by the firms in the industry concerned to adjust to import
competition) and upon request of the President shall make
reports to the President concerning such developments.

(2) Upon request of the President or upon its own
motion, the Tariff Commission shall advise the President
of its judgment as to the probable economic effect on the
industry concerned of the reduction or termination of the
import relief provided pursuant to this section.

(8) Upon petition on behalf xof the industry concerned,

filed with the Tariff Commission not earlier than the date
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which is 9 montbs, and not later than the date which is
6 wonths, before the date any import relief provided pur-
suant to this section is to terminaté by reason of the expira-
tion of the initiﬁl period therefof, the Tariff Commission
shall advise the President of its judgment as to the probable
economic effect on such industry of such termination,

(4) In advising the President under paragraph (2) or
(3) as to the probable economic effect on the industry con-
cerned, the Tariff Commission shall take into account all eco-
nomic factors which it considers relevant, including the
considerations set forth in section 202 (¢) and the progm.sis‘
and specific efforts made by the industry concerned to adjust
to import competition.

(5) Advice by the Tariff Commission under paragraph
(2) or (3) shall be given on the basis of an investigation
during the course of which the Tariff Commission shall hold a
hearing at which interested persons shall be given a reason-
able opportunity to be present, to produce evidence, and to
be heard. o

(k) No investigation for the purposes of section 201
shall be made with respect to an articic which has received
import relief under this section unless 2 years have elapsed
since the last day on which import relief was provided with

respeot to such article pursuant to this section.

30220 O~ 746
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SEC. 204. PROCEDURE FOR CONGRESSIONAL DISAPPROVAL
OF QUANTITATIVE RESTRICTIONS AND OR-
DERLY MARKETING AGREEMEN!S.

(a) Whenever the President issues a proclamation pur-
suant to section 203 (b) (3) or enters into an orderly market-
ing agreement pursuant to section 203 (b) (4), he shall
promptly transmit to the House of Representatives and to
the Senate a copy of such proclamation or agreement together
with a copy of the statement required to be made to Congress
under section 203 (c).

(b) If, before the close of the 90-day i)eriod heginning
on the day on which the copy of the proclamation or agrce-
ment is delivered to the House of Representa\tives and to the
Senate pursuant to subsection (a), either the House of Rep-
resentatives or the Senate adopts, by an affirmative vote of
a majority of those present and voting in that House, a resolu-
tion of disapproval under the procedures set forth in section
151, then such proclamation or such agreement, as the case
may be, shall have no force and effect beginning with the
day after the date of the adoption of such resolution of dis- -
approval.

(¢) For purposes of section 203 (e) (1), in the case of
the adoption of any resolution of disapproval referred to iﬁ
subsection (b), a second 15-day period during which the

President shall provide import relief under pamgmph' (1)
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or (2) of section 203 (b) shall be deemed to have started
on the day on which the resolution of disapproval was

adopted.
CHAPTER 2—ADJUSTMENT ASSISTANCE

FOR WORKERS
Subchapter A—Petitions and Determinations
SEC. 221. PETITIONS.

(a) A petition for a certification of eligibility to apply for
adjustment assistance under this chapter may be filed with
the Secrctary of Labor (hereinafter in this chapter referred
to as the “Secretary”) by a group of workers or by their
certified or recognized union or other duly authorized repre-
sentative. Upon receipt of the petition, the Secretary shall
promptly publish notice in the Federal Register that he
has received the petition and initiated an investigation.

(b) If the petitioner, or any other person found by the
Secretary to have a substantial interest in the proceedings,
submits not later than 10 days after the date of the Secre-
tary’s publication under subsection (a) a request for a hear-
ing, the Secretary shall provide for a public hearing anﬂ afford
such interested persons an opportunity to be present, to pro-
duce evidence, and to be heard.

SEC. 222. GROUP ELIGIBILITY REQUIREMENTS.

The Secretary shall certify a group of workers as eligible
=
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to apply for adjustment assistance under this chapter if be
determines—
(1) that a significant number or proportion of the
workers in such workers’ firm or an appropriate sub-
division of the firm have become totally or partially
separated, or are threatened to become totally or par-
tially separated,
(2) that sales or production, or both, of such firm
or subdivision have decreased absolutely, and
(3) that increases of imports of articles like or di-
rectly competitive with articles produced by such work-
ers’ firm or an appropriate subdivision thereof contrib-
uted importantly to such total or partial separation, or
thre;t thereof, and to such decline in sales or prodtiction.
SEC. 223. DETERMINATIONS BY SECRETARY OF LABOR.

(8) As soon as possible after the date on which a pe-
tition is filed nader section 221, but in any event not later
than 60 days after that date, the Secretary shall determine
whether the petitioning group meets the requirements of
section 222 and shall issue a certification of eligibility to
api)ly for assistance under this chapter _covering workers in
any gronp which meets such requirements. Each certifica-
tion shall specify the date on which the total or partial
separation began or threatened to begin.

(b) A certification under this section shall not apply
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to any worker whose last total or partial separation from the
firm or appropriate subdivision of the f+m before his applica-
tion under section 231 occurred—

(1) more than one year before the date of the peti-

1

2

3

4

5 tion on which such certification was granted, or

6 (2) more than 6 months before the effective date
1 of this chapter.

8 (¢) Upon reaching his determination on a petition, the
9 Secretary shall promptly publish a summary of the deter-
10 mination in the Federal Register.

11 (d) Whenever the Secretary determines, with respect
12 to any certification of eligibility of the workers of a firm
13 or subdivision of the firm, that total or partial separations
14 from such firm or subdivision are no longer attributable to
15 the conditions specified in section 222, he shall terminate such
16 certification and promptly have notice of such termir;ation
17 published in the Federal Register. Such termination shall
18 apply only with respect to total or partial separations occur-

19 ring after the termination date specified by the Sccretary.

20 SEC. 224. STUDY BY SECRETARY OF LABOR WHEN TARIFF

21 COMMISSION BEGINS INVESTIGATION; ACTION
22 WHERE THERE IS AFFIRMATIVE FINDING.
23 (r) Whenever the Tariff Commission hegins an investi-

24 gation under section 201 with respect to an industry, the

25 Tariff Commission shall immediately notify the Secretary of
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such investigation, and the Secretary shall immediately begin
a study of—

(1) the number of workers in the domestic industry
producing the like or directly competitive article which
have been or are likely to be certified as eligible for
a(ijustment assistance, and

(2) the extent to which the adjustment of such
workers to the import comfetition may be facilitated

! through the use of existing programs.

(b) The report of the Secretary of the study under sub-
section (a) shall be made to the President not later than
15 days after the day on which the Tariff Commission makes
its report under section 201. Upon making its report to the
President, the Seéretary shall also promptly make it public
(with the exception of information which the Secretary
determines to be confidential) and shall have a summary
of it published in the Federal Register.

(c) Whenever the Tariff Commission makes an affirma-
tive finding under section 201 (b) that increased imports
are a substantial cause of serious injury or threat there-
of with respect to an industry, the Secretary shall make
available, to the extent feasible, full information to the work-~
ers in such industry about programs which may facilitate
the adjustment to import competition of such work-

ers, and he shall provide assistance in the preparation and
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processing of petitions and applications of such workers for
program benefits,
Subchapter B—Program Benefits
PART I-TRADE READJUSTMENT ALLOWANCES
SEC. 231. QUALIFYING REQUIREMENTS FOR WORKERS.

Payment of a trade readjustment allowance shall be

. made to an adversely affected worker covered by a certifica-

tion under subchapter A who files an application for such
allowance for any week of unemployment which begins after
the date specified in such certification pursuant to section 223
(a), if the following conditions are met: )
(1) Such worker’s last total or partial separation
_ _ before his application under this chapter, occurred—
(A) on or after the date, as specified in the
certification under which he is covered, on which
total or partial separation began or threatened to
hegin in the adversely affected employment, and
(B) Dbefore the expiration of the 2-year period
beginning on the date on which the determnination
under section 223 was made, and
(C) before the te;mination date (if any) deter-
mined pursuant to section 223 (d) ; and
(2) Such worker had, in the 52 weeks immediately
preceding such total or partial separation, at least 26 -

wecks of employment at wages of $30 or more a week
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in adversely affected employment with a single firm
or subdivision of a firm, or, if data with respect to
weeks of employment are not available,  equivalent
amounts of employment computed under regulations

prescribed by the Secretary.

SEC. 232. WEEKLY AMOUNTS.

(a) Subject to the other provisions of this section, the

trade readjustment allowance payable to an adversely

affected worker for a week of unemployment shall he—

(1) (A) in the case of any such week in the first
26 weeks of such allowances, 70 pei'cent of his average
weekly wage (but not in excess of the average weekly
manufacturing wage), or

" (B) in the case of any subsequent week of such

allowances, 65 percent of his average weekly wage (but
not in excess of the average weekly manufacturing
wage) ; reduced by

(2) 50 percent of the amount of the remuneration
for services performed during such week.

(b) Any adversely affected worker who is entitled to

trade readjustment allowances and who is undergoing train-
ing approved by the Secretary, including on-the-job training,
shall receive for each week in which he is undergoing any

such training, a trade readjustment allowance in an amount

25 (computed for such week) equal to the amount computed
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under subscction (a) or (if greater) the amount of any
weekly allowance for such training to which he would be
entitled under any other Federal law for the training of
workers, if he applied for such allowance. Such trade re-
adjustment allowance shall be paid in lieu of any training
allowance to which the worker would be entitled under such
other Federal.law. '

(c) The amount of trade readjustment allowance pay-
able to an adversely affected worker under subsection (a)
for any week shall be reduced by any amount of unemploy-
ment insurance which he has received or is seeking with
respect to such weck; but, if the appropriate State or Fed-
eral agency finally determines that the worker was not
entitled to unemployment insurance with respect to such
week, the reduction shall not apply with respect to such
week.

(d) If unemployment insurance, or a training allow-
ance under any Federal law, is paid to an adversely affected
worker for any week of unemployment with respect to
which he would be entitled {determined without regard
to subsection (c) or (e) or to any disqualification under
section 236 (c)) to a trade readjustment allowance if he
applied for such allowance, each such weck shall be de-
ducted from the total number of w-eeks of trade readjust-

ment allowance otherwise payable to him under scction
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233 (a) when he applies for a trade readjustment allow-
ance and is determined to be entitled to such allowance.
If the unemployment insurance or the training allowance
paid to such worker for any week of unemployment is less
than the amount of the trade readjustment allowance to
which he would be entitled if he applied for such allow-
ance, he shall receive, when he applies for a trade read-
justment allowance and is determined to be entitled to such
allowance, a trade readjustment allowance for such week
equal to such difference.

(e) Whenever, with respect to any week of unem-
ployment, the total amount payable to an adversely affected
worker as remuneration for éervices performed during such
week, as unemployment insurance, as a training allowance
referred to in ;ubsection (d), and as a trade readjustment
allowance would exceed—

(1) in the case of any such week in the first 26
weeks of such allowances, 80 percent of his average
weekly wage (or, if lesser, 130 percent of the average
weekly manufacturing wage) , or

(2) in the case of any subsequent week of such
allowances, 75 percent of his average weekly wage (or,
if lesser, 130 percent of the average weekly manufac-

turing wage),
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then his trade readjustment allowance for such week shall
be reduced by the amount of such excess.

(f) The amount of any weekly payment to be made
under this section which is not a whole dollar amount shall
be rounded upward to the next higher whole dollar amount.

(g) (1) If‘unemployment insurance is paid under a
State law to an adversely affected worker for a week for
which—

(A) he receives a trade readjustment alldwance,
or '

(B) he makes application for a trade readjust-
ment allowance and‘ would be entitled (determined
without regard to subsection (c) .or (e)) to receive
such allowance,

the State agency making such payment shall, unless it has
been reimbursed for such payment under Federal law, be
reimbursed from funds the authorization contained in pur-
suant to section 245 (b), to the extent such payment does
not exceed the amount of the trade readjustment allowance
which such worker would have received, or would have been
entitled to receive, as the case may be, if he had not received
the State payment. The amount of such reimbursement shall
be determined by the Secretary on the basis of reports fur-

nished to him by the State agency.
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(2) In any case in which a State agency is reimbursed
under paragraph (1) for payments of unemployment in-
surance made to an adversely affected worker, such pay-
ments, and the period of unemployment of such worker for
which such payments were made, may be disregarded under
the State law (and for. purposes of applying section 3303
of the Internal Revenue Code of 1954) in determining
whether or not an employer is entitled to a reduced rate of
contributions permitted by the State law.

SEC. 233. TIME LIMITATIONS ON TRADE READJUSTMENT
ALLOWANCES.‘

(a) Payment of trade readjustment allowances shall
not be made to an adversely affected worker for more than
52 weeks, except that, in accordance with regulations pre-
scribed by the Secretary—

(1) such payments may be made for not more than

26 additional weeks to an adversely affected worker

to assist him to complete training approved by the

Secretary, or

(2) such payments shall be made for not more than

13 additional weeks to an adversely affected worker who

had reached his 60th birthday on or before the date of

total or partial separation.

(b) Except for a payment made for an additional week

specified in subsection (a), a trade readjustinent allowance



A

6

7

8

9
10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25

87

76

shall not be paid for a week of unemployment beginning
more than 2 years after the beginning of the appropriate
week. A trade readjustment allowance shall not be paid for:
any additional week specified in subsection (a) if such
week begins more than 3 years after the beginning of the
appropriate week. The appropriate week for a totally sepa-
rated worker is the week of his most recent total separation.
The appropriate week for a partially separated worker is
the week in respect of which he first receives a trade read-
justment allowance following his most recent partial
separation, _ '

SEC. 234, APPLICATION OF STATE LAWS,

Except where inconsistent with the provisions of this
chapter and subject to such regulations as the Secretary
may prescribe, the availability and disqualification provisions
of the State law—

(1) under which an adversely affected worker is
entitled to unemployment insurance (whether or not he
has filed a claim for such insurance), or

(2) if he is not so entitled to unemployment insur-
ance, of the State in which he was totally or partially
separated, .

shall apply to any such worker who files a claim for trade
readjustment allowances. The State law so determined with

respect to a separation of & worker shall remain applicable,
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for purposes of the preceding sentence, with respect to such
separation until such worker becomes entitled to unemploy-
ment insurance under another State law (whether or not he
has filed a claim for such insurance) .
PART II-TRAINING AND RELATED SERVICES
SEC. 235. EMPLOYMENT SERVICES,

The Secretary shall make every reasonable effort to
secure for adversely affected workers covered by a certifica-
tion under subchapter A of this chapter counseling, testing,
and placement services, and supportive and other services,
provided for under any other Federal law. The Secretary
shall, whenever appropriate, procure such services through
agreements with cooperating State agencies.

SEC. 236. TRAINING.

(a) If the Secretary determines that there is no suitable
employment avuiiable for an adversely affected worker
covered by a certification under subchapter A of this chapter,
but that suitable employment (which may include technical
and professional femployment) would be available if the.
worker received appropriate training, he may approve such
training. Insofar as possible, the Secretary shall provide or

assure the provision of such training through manpower

 programs established by law.

(b) The Secretary may, where appropriate,-authorize
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supplemental assistance necessary to defray transportation
and subsistence expenses for separate maintenance when
training is provided in facilitics which are not within com-
muting distance of a worker’s regular place of residence. The
Secretary shall not authorize payments for subsistence ex-
cceding $5 per day; nor shall he authorize payments for
transportation expenses cxceeding 10 cents per mile.

(¢) Any adversely affected worker who, without good
cause, refuses to aceept or continue, or fails to make satis-
factory progress in, suitable training to which he has been
referred by the Secretary shall not thereafter be entitled to
payments under this chapter until he enters or resumes the
training to which he has been so referred.

PART II1—JOB SEARCH AND RELOCATION

ALLOWANCES
SEC. 237. JOB SEARCH ALLOWANCES.

(a) Any adversely affected worker covered by a cer-
tification under subchapter A of this chapter who has been
totally separated may file an appliication with the Secretary
for a job search allowance. Such allowance, if granted, shall
provide reimbursement to the worker of 80 percent of the
cost of his necessary job search expenses as prescribed by
regulations of the Secretary; except that such reimbursement
may not exceed $500 for any worker.

(b) A job search allowance may be granted only—
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(1) to assist an adversely affected worker in secur-
ing a job within the United States;

(2) where the Secretary determines that such
worker cannot reasonably be expected to secure suitable
employment in the commuting area in which he resides;
and

(3) where the worker has filed an application for
such allowance with the Secretary no later than 1 year
after the date of his last total separation before his ap-

" plication under this chapter.

SEC. 238. RELOCATION ALLOWANCES.

- (a) Any adversely affected worker covered by a certi-
fication under subchapter A of this chapter who has been
totally separated may file an applicétion with the Secretary
for a relocation allowance, subject to the terms and condi-
tions of this section.

(b) A relocation allowance may be granted only to
assist an adversely affected worker in relocating within the
United States and only if the Secretary determines that such
worker cannot reasonably be expected to secure suitable
employment in the commuting area in which he resides
and that such worker—

(1) has obtained suitable employment affording a
reasonable expectation of long-term duration in the

area in which he wishes to relocate, or
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(2) has obtained a bona fide offer of such employ-

ment.

(¢) A relocation allowance shall not be granted to such

worker unless—

(1) for the week in which the appiication for such
allowance is filed, he is entitled to a trade readjustment
allowance (determined without regard to section 232
(c) and (e)) or would be so entitlgd (determined
without regard to whether he filed application therefor)
but for the fact that he has obtained the employment
referred to i'n subsection (b) (1), and

(2) such relocation occurs within a reasonable pe-
riod after the filing of such application or (in the case of a
worker who has been referred to training by the Secre-
tary) within a reasonable period after the conclusion of

such treining.

17 Under regulations prescribed by the Secretary, a relocation

18 allowance shall not be granted to more than one member of

19
20
21
22

23 .

24
26

the family with respect to the same relocation.
1]

- (d) For the purposes of this section, the term “reloca-

tion allowance” means—

(1) 80 percent of the reasonable 'and necessary
expenses, as specitﬁa’ in regulations prescribed by the
Secretary, incurred in transporting a worker and his
family, if any, and household effects, and

30.280 O« 147
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(2) a lump sum equivalent to three times the
worker’s average weekly wage, up to a maximum
payment of $500.
Subchapter C—General Provisions
SEC. 239, AGREEMENTS WITH STATES.

(a) The Secretary is authorized on behalf of the United
States to enter into an agreement with any State, or with any
State agency (referred to in this subchapter as “cooperating
States” and ‘“cooperating State agencies’” respectively).
Under such an agreement, the cooperating State agency (1)
as agent of the United States, wili receive applications for,
and will provide, payments on the basis provided in this
chapter, (2) where appropriate, will afford adverseiy affected
workers who apply for payments under this chapter testing,
counseling, referral to training, and placement services, and
(8) will otherwise cooperate with the Secretary and with
other Btate and Federal agencies in prbviding payments and
services under this chapter.

kb) Each agreement under this subchapter shall pro-
vide the terms and conditions upon which the agreement
may be amended, suspended, or terminated.

(c) Each agreement under this subchapter shall provide
that {inemployment insurance otherwise payable to any ad-
versely affected worker will not be denied or reduced for any

week by reason of any right to payments under this chapter.
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(d) A determination by a cooperating State agency
with respect to entitloment to payments under an agreement
is subject to review in the same manner and to the same ex-
tent as determinations under the applicable State law and
only in that manner and to that oxtent,

SEC. 240, ADMINISTRATION ABSENT STATE AGREEMENT.

(a) In any State where there is no agreement in force
between a State or its ngency under section 289, the Sec-
retary shall arrange under regulations prescribed by him for
performance of all necessary functions under subchapter B
of this chapter, including provision for a fair hearing for any
worker whose application for panyments is denled.

(b) A, final determination under subsection () with
respect to entitlement to payments under subchapter B of
this chapter is subject to review hy the courts in the samo
manner and to the same oxtent as Is provided by section
205 (g) of the Bocial Security Act (42 U.K.C. sec, 405 (g) ).
8EC. 241. PAYMENTS TO STATES.

(n) The Bccrotary shall from time to time cortily to
the Secretary of the Treasury for payment to ench cooperat-:
ing State the sums necessary to enable such Stato an agent:
of the United States to make payntents provided for by this
chapter. The Secretary of the Trensury, prior to audit or:
sottlement by the Oeneral Accounting Office, shall make

payment to the State fromn the Adjustment Assistance Trust
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Fund established in section 245 in accordance with such
certification, Sums reimbursable to a State; pursuant to
section 282 (g) shall be credited to the account of such
Btate in the Unemployment Trust Fund and shall be used
only for thie payment of cash benefits to individuals with
rospect to their unemployment, exclusive of expenses of
administration, ,

(h) All money paid a Stute undor this section shall ho
used solely for the purposes for which it is paid; and money
#o paid which is not used for such purposces hall be returned,
at the time apcoiﬂod' in the agreement under this suhchaptor,
to the Seoretary of tho Treasury nnd credited to to Adjust-
ment Assistance Fund,

‘(¢) Any agreement under this subchaptor mny' require
any officer-or employeo of the State certifying paymenté or’
disbursing funds under the agreement or otherwise particls
pating in the performance of the agreement, to give a surety
bond to the United States in such amount as the Secretury
mny deem necessary, and may provide for the pnyment of
the cost of such bond from funds for carrying out the pur-
puses of this chapter,

SEC. 242 LIABILITIES OF CERTIFYING AND DISBURSING
OFFICERS,
(n) No person designated hy the Sceretary, or desig-

nated pursuant to an agreement under this subchapter, as a
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certifying officer, shall, in the absence of gross negligence or
intent to defraud the United States, be liahle with respect
to any payment certified by him under this chapter,
(h) No disbursing officer xhall, in the absence of gross
negligence or intent to defraud the United States, be liahle

. with.respect to any payment by him under this chapter if

it was based upon a voucher signed by a certifying officer
designated as provided in subsection (n).
SEC. 243, RECOVERY OF OVERPAYMENTS,

———
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(a) If a cooperating State ngency or the Sceretary, or

a court of competent jurirdiction finds that any person—

(1) has mado or has caused to he made hy

another, a falre statement or representation of a muterinl

fact knowing it to he false, or has knowingly failed or

caused another to fail to disclose a material fnct; and

(2) as a result of such action has received any pny-

ment under this chapter to which he was not eutitled,’

such person shall be linble to repay such amount to the

State agency or the Scerctary as the case may be, or either

may recover such amount by deductions from any sums

payable to such person under this chapter. Any such finding

by n State agency or the Secretary may be made only after
an opportunity for a fair hearing. '

(h) Any amount repaid to o State agency under thiy:

soction shall he deposited into the fund from which payment
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wus made, Any amount repaid to the Becratary under this
section shall be returned to the Becretary of the Treasury and
credited to the Adjustment Assistance Trust Fund,
SEC. 244. PENALTIES,

Whoever makes a false statement of a material fact know-
ing it to be fnlse, or knowingly falls to disclore a material
fact, for the purpose of obtnining or increasing for himself
or for any other person any payment authorized to be fur-
nished under-this chapter or pursuant to an agreement undor
scetion 289 shall be fined not more than $1,000 or im.
prisoned for not more than one year, or both,

SEC. #48. CREATION OF TRUST FUND; AUTHORIZATION OF
APPROPRIATIONS OUT OF CUSTOMS RECEIPTS,

(a) There is hereby ostablished on the Looks of the
Treasury of the United States a trust fund to be known as
the “Adjustment Assistance Trust Fund” (roferred to In this
section as the “Trust Fund”). The Trust Fund shall consist
of such amounts as may be deposited in it pursuant to the
nuthorization contained in subsection (h). Amountg in the
Trust Fund may be used only to carry out the provisions
of this chapter (including admninistrative costs). Tho Secre-
tary of the Treasury shall he the trusteo of the Trust Fund
nnd shall report to the Congress not later than March 1 of
each year on the operation and-status of the Trust Fund
during the preceding flscal year.
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(b) There is hereby authorized to be appropriated to
the Trust Fund, out of amounts in the general fund of the
Treasury attributable to the collections of customs duties not
vtherwis¢ appropriated, for each flscal year ending after the
date of ‘tho enactment of this Act, such sums as may be
necossaty to earry out tho provisions of this chapter (Includ-
ing administrative costs).

BEC. 246. TRANSITIONAL PROVISIONS.

(n) Where a group of workers has been certified as
oligible to apply for adjustment assistance undor scction
802 (b) (2) or (o) of tho Trade Expansion Act of 1062, any
workor who has not had an application for trade readjuste
ment allowances under section 322 of that Act approved or
denied Lefore the effective date of this chapter may apply
under section 281 of this Aot as if the group certification
under which he.claims coverage had been made under sub-
chapter A of this chapter,

(b) In any case where a group of workers or their
certified or recognized union or other duly authorized repre-
sentativo has flled a petition under section 801 (a) (2) of
the Trade Expansion Aot of 1962, more than 4 months
before the effective date of this chapter and

(1) the Tariff Commission has not rejected such
petition before the effective date of this chapter, and
(3) The President or his delegate has not lssned a
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certification under section 802 (c) of that Act to the
petitioning group before the _eﬁccti#e date of this
chapter,

such group or representative thereof may flle a new. petition
undor section 221 of this Act, not later than 90 days after
the effective date of this chapter, For purposes of section
228 (b) (1), the date on which such group or repx"esenta-
tive filed the petition under the Trade Expansion Act of 1962
shall apply. Section 228 (b) (2) shall not apply to workers
covered by a certification issued pursuant to a petition meet-
ing the requirements of this subsection,

(c) A group of workers may flle a petition under scc-
tion 221 covering wecks of unemployment (as defined in
the Trade Expansion Act of 1962) beginning bofore the
offective dute of this choptor, or covering such weeks and
also weeks of unemployment leginning on or after the of-
fective date of this chapter.

(d) Any worker receiving payments pursuant to this
section shall bo entitled—

(1) for weeks of unemployment (as defined in the

Trade Expansion Act of 1962) beginning before the

effective date of this chapter, to the rights and privileges

provided in chapter 8 of title 111 of such Act, and

(2) for weoks of unemployment heginning on or
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aftor the effective dnte of this chapter, to the rights and

privileges.provided in this chapter.
(e) ‘Thé Tariff Commission shall muke available to the

4 Seoretary on request data it has acquirod In investigations
.8 undér section 801 of the Trade Expansion Act of 1962 con-

+9.: clmted within the 2-year porlod ending on the effective

7 - dnte-of this chhpler which did not result in Presidential nce
8 tlon under seotion 802 (n) (8) or 802 (c) of that Act, .
9 BEC. %7, DEFINITIONS. '
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For purposes of this chapter—

(1), The term “adversely affected employment”
means employment in a firm or appropriate subdivision
of a firm, if workers of such firm or subdivision are
eligible to apply for adjustment assistance under this
chapter.

(2) The term “adversely affected worker” means
an individual who, because of lack of work in adversely
affected employment—

(A) has been totally or partially separated
from such employment, or

(B) has been totally separated from employ-
ment with the firm in a subdivision of which such
adversely affected employment exists,

(8) The term ‘“average weekly manufacturing

wage” means the national gross avernge weekly earns
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ings of production workers in manufacturing industries
for the latest calendar year (as offiolally published an-
nually by the Bureau of Labor Statistics of the Depart~
ment of Labor) most recently published before the period
for which the dssistance under this chapter is furnished.

(4) The term “average weekly wage” muans one-
thirteenth of the total wages paid to an individual in the
high quarter, For purposes of this computation, the high
quarter shall be that quarter in which the individual’s
total wnges were highest among the first 4 of the last &
completed calendar quarters immediately before the quar-
ter in which occurs the week with respect to which the
computation is made. Such week shall be the week in
which total separation.occurred, or, in cases where
partial separation is claimed, an appropriate week, as
defined in regulations prescribed by the Secretary,

(5) The terin “average weckly hours” means the
average hours worked by the individual (excluding
overtime) in the employment from which he has been
or claims to have been separated in the 52 woeks
(excluding weeks during which the individual was sick
or on vacation) preceding the week specificd in tho last
sentence of parngraph (4).

(6) Tho tern “partial separation” means, with
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respect to an individual who has not been totally sepa-
rated, that ho has had—

(A) his hours of work reduced to 80 per-
cent or less of his average weekly hours in ad-
versely affected employment, and

(B) his wages reduced to 80 percent or less
(76 percent in the case of any week after tho
first 26 wocks in which he is cligible to receive
o trade readjustment allowance) of his averago
weekly wage in such advorsely affected employ-
ment, ‘

(7) The term ‘“remuneration” means wages and
net carnings derived from services performed as a self-
employed individual.

(8) The term “State” includes the District of Co-
lumbla and the Commonwenlth of Puerto Rico; and the
term “United States” when used in the geographical
sense includes such Commonwealth,

(9) Tho term ‘“State agenoy"” means tho agenoy

.of the State which administors the State law.

(10) The term “State law’ means the unemploy-
ment insurance law of the State approved by the Secre-
tary of Labor under scction 8304 of the Internal Reve-
nue Code of 1054,
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(11) The term “total separation” means the layoff
or severanco of an individual from employment with o
firm in which, or in a subdivision of which, adversely
affected employment exists.

(12) The term “unemployment insurance” means
the unemployment insurance payable to an individual
under any State law or Federal unemployment insur-
ance law, including chapter 86 of (itlo 8, United States
Codo, and the Railrond Unemployment Insurance Act.

(18) The torm “‘week” menns a week ns defined in
the applicable Stato law.

(14) The term “week of unemployment” means
with respect to an individual any week for which his re-
muneration for services performed during such week is
less than 80 percent (75 percent in the case of any’ week
after the first 20 wecks in which he is eligible to recelve
a trade readjustment allowance) of his average weekly
wage and in which, because of lack of work-—

(A) if he has been totally separated, he worked
less than the full-time week (exoluding overtime) in
his ourrent occupation, or

(B) if he has been partially separated, ho
worked 80 percent or less of his average weekly

hours.
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SEC, 248. REGULATIONS.

The Secretary shall presoribe such regulations as may be
necessary to carry out the provisions of this chapter,
SEC. 240, EFFECTIVE DATE,

This chapter (other than section 250) shall become ef-
fective on the 90th day following the date of the enactment of
this Act.
8EC. 280. COORDINATION,

There Is hereby establishod the Adjustment Asslstance
Coordinating Committee to consist of a Deputy Special Trade °
Representative as Chairman, and the officlals charged with
adjustment assistance responsibilities of the Departments of
Labor and Commerce and the Small Business Administra~
tion, It shall be the function of the Committee to coordinate
the adjustment assistance policies and programs of the various
agencles invalved and to promote the efficient and effective
delivery of adjustment assistance bonefits,

CHAPTER' 8—ADJUSTMENT ASSISTANCE
FOR FIRMS
S8EC. 281, PETITIONS AND DETERMINATIONS, .

(a) A petition for a certification of eligibility to apply
for adjustment assistance under this chapter may be filed
with the Becretary of Comimnerce (hereinafter in this chapter

referred to as the “‘Sccretary”) by a firm or its representa-



104

28
tive. Upon receipt of the petition, the Seoretary .shall
promptly publish notice in the Federal Register that he has
received the petition and initlated an investigation.

(b) If the petitioner, or any other person, organization,
or group found by the Secretary to have a substantial interest
in the proceedings, submits not later than 10 days after the
date of the Secrotary’s publication under subsection (a) a
request for a hearing, the Secretary shall provide for a public

© G =3 & ¢ B W O =

hearing and afford such interested persons an opportunity

10 to be present, to produce ovidence, and to be heard.

1 (6) The Secretary shall certify a firm as eligiblo to
12 apply for adjustment assistance under this chapter If he
13 determines— .

14 (1) that a significant number or proportion of the
16 workers in such firm have become totally or partially
16 separated, or are threatened to become totally or par-
17 tially sepmte'd,

18 (2) that sales or produotion, or both, of such firm
19 have decreased absolutely, and

20 (8) that Increasos of imports of artioles like or
21 directly competitive with articles produced by such firm
22 contributed importantly to such total or partial separa-
23 tion and to such deoline in sales or produotion,

Y (d) A determination shall be made by the Becretary as
25 soon as possible after the date on which the petition Is filed

!
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under this section, but in any event not later than 60 days
aftor that date. '
SEC. 252 APPROVAL OF ADJUSTMENT PROPOSALS.

(a) A firm certified under section 251 as eligible to
apply for adjustment assistance may, at any time within 2
years after the date of such cortification, file an application
with the Booretary for adjustment assistance undor this
chapter. Such application shall inolude a proposal for the
oconomic adjustment of such firm,

(b) Adjustmont assistanco under this chapter consists
of technical assistance and financial nssistance, which may
be furnished singly or in combination, The Secrotary shall
approve a firm's application for adjustmont assistance only
If he determines—

(1) that the firm has no rensonable accoss to fin-
ancing through the private capital market, and

(2) that the firm’s adjustinont proposal—

(A) is reasonably calculated materially to con-
tribute to the economio adjustment of the firm,

(B) glves adequate considoration to the Inter-
osts of the workers of such firm, and

(O) demonstrates that the firm will make all

23 == reagonable efforts to uso its own resourcos for eco-

24
25

nomio development.
(c) In order to assist & firm which has been certified
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as eligible to apply for adjustment assistance under this chap-
ter in preparing a viable adjustmont proposal, the Secretary
may furnish technical assistance to such firm,

(d) Whenever the Secretary determines that any firm
no longer requires assistance undor this chapter, he shall
torminate the certification of oligibility of such firm and
promptly have notlce of such tormination published in the
Federal Register. Such tormination shall take effect on the
termination date specified by the Sccretary.

SEC. 253, TECHNICAL ASSISTANCE.

(a) The technlcal assistance furnished under this chap-
ter shall consist of—

(1) assistance to the firm in developing a pro-
posal for its economio adjustmont,

(2) assistance in the implomentation of such a.
proposal, or

(8) both,

(b) The Secoretary may provide to a firm cortified under
section 261, on such terms and conditions as he determines
to be appropriate, such technical assistance as In his judgment
will carry out the purposes of this chapter with respect to
such firm.

() The Secretary shall furnish technical assistance
under thir chapter through existing agencles and through
privats individuals, firms, and institutions. In the case of
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assistance furnished through private individuals, firms, and
institutions (including private consulting services), the
Secretary may share the cost thereof (but not more than 76
percent of such cost may be borne by the United States).
SEC, 254, FINANCIAL ASSISTANCE,

(a) The Secretary may provide to a firm, on such
terms and conditions as he determines to be appropri-

ate, such financial assistance in the form of direct loans

W W =3 O & e W D =

or guarantecs of loans as in his judgment will materi-

ally contribute to the economic adjustment of the firm. The

—
(=]

assumption of an outstanding indchtedness of the firm, with

—
[y

or without recourse, shall be considered to be the making of

bt fd
(-

a loan for purposes of this section.

(b) Loans or guarantees of loans shall be made under

[l
(S I

this chapter only for the purpose of making funds available
to the firm—

= e
-~ o>

(1) for acquisition, construction, installation, mod-

ernization, development, conversion, or expansion of

[y
@

land, plant, buildings, equipment, facilities, or machin-

N
(=2 -

ery, or

(2) to supply such working capital as may be nec- .

»
-

essary to enable the firm to implement its adjustment

S

proposal.

8

(c) To the extent that loan funds can be obtained from

=

private sources (with or without a guarantee) at the rate

&

30-220 O~ 14 -8
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provided in the first sentence of section 255 (b), no direct
loan shall be provided to a firm under this chapter.
SEC. 255. CONDITIONS FOR FINANCIAL ASSISTANCE.

(a) No financial assistance shall be provided under this
chapter unless the Secretary determines—

(1) that the funds required are not available from
the firm’s own resources; and

(2) that there is reasonable assurance of repay-
ment of the loan. |
(b) In the case of guaranteed loans; the guaranteed

portion of the loan shall not bear interest at a rate higher
than the maximum rate perrnissible in the case of loans to
small businesses which are guaranteed by 'the Small Busi-
ness Administration. The rate of interest on direct loans
shall be the provailing rate authorized for loans to small
businesses by the Small Business Administration,

(o) The Secretary shall make no loan or guarantee of a
loan having a maturity in excess of 25 years, including re-
newals and extensions, Such limitation on maturities shall
not, however, apply—

(1) to securities or obligations received by the Sec-
retary as claimant in bankruptcy or equitable reorganiza-
tion, or as creditor in other proceedings attendant upon
insolvenoy of the obligor, or

(2) to an extension or renewal for an additional
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period not exceeding 10 years, if the Secretary deter-

mines that such extension or renewal is reasonably neces-

sary for the orderly liquidation of the loan.

(d) In making guarantees of loans, and in making
direct loans, the Secretary shall give priority to firms which
are small businosses within the meaning of {ié Small Busi-
ness Aot (and regulations promulgated thereunder).

(e) No loan shall be guaranteed by the Beoretary in an

D ® 3 & xR W O e

amount which exceeds 90 percent of that portion of the
loan made for purposes.speoiﬂed in section 254 (b).

| i
- o

(f) The Secretary shall maintain operating reserves

-
[N

with respect to anticipated claims under guarantees made

b
W

under this chapter. Such reserves shall be considered to con-

[y
>

stitute obligations for purposes of section 1311 of the Supple-
mental Appropriation Act, 195656 (81 U.8.0, 200).
(g) (1) The aggregate amount of loans made to any

:'-ﬂ‘-l
o o

firm which are guaranteed under this chapter and which are

[y
ey

18 outstanding at any time shall not exceed $8,000,000.

19 (2) The aggregate amount of direct loans made to any
20. “fir under this chapter which are outstanding at any time
21 shall not exceed $1,000,000. '

22 B8EC. 256. DELEGATION OF FUNCTIONS TO SMALL BUSI.
23 NESS ADMINISTRATION; AUTHORIZATION OF
24 APPROPRIATIONS. |

25 (a) In the case of any firm which is a small business
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(within the meaning of the Small Business Aot and regula-
tions promulgated thereunder), the Secretary may delegate
all or any part of his functions under this chapter (other than
the functions under section 251 with respect to the cer-
tification of eligibility) to the Administrator of the Small
Business Administration,

(b) There are hereby authorized to be appropriated to
the Sccretary such sums as may be necessary from time to
time to carry out his functions under this chapter in con-
nection with furnishing adjustment assistance to firms, which
sums are authorized to be appropriated to remain available
until expended.

SEC. 257. ADMINISTRATION OF FINANCIAL ASSISTANCE.

(a) In making and administering guarantecs and loans
under section 254, the Secretary may—

(1) require security for any such guarantee or
loan, and enforce, waive, or subordinate such security;

(2) assign or sell at public or private sale, or other-
wise dispose of, upon such terms and conditions and for
such consideration as he shall determine to be reason-
able, any evidence of debt, contract, claim, personal
property, or socurity assigned to or held by him in
connecti;m with such guarantees or loans, and collect,
compromise, and obtain deficiency judgments with re-

spect to all obligations assigned to or held by him in

'
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connection with such guarantees or loans until such
time os such obligations may be referred to the At-
torney General for suit or collection; .

(8) renovate, improve, modernize, complete, in-
sure, rent, sell, or otherwise deal with, upon such terms
and conditions and for such consideration as he shall
determine to be reasonable, any real or porsonal prop-
erty conveyed to or otherwise acquired by him in con-
nection with such guarantces or loans; )

(4) acquire, hold, transfer, release, or convey any
real or I;ersonal property or any interest therein when-
ever deemed necessary or appropriate, and execute all
legal doouments for such purposes; and

(5) exercise all such other powers and take all such
other acts as may be necessary or incidental to the

carrying out of functions pursuant to section 254.

(b) Any mortgage acquired as security under sub-
section (a) shall be recorded under applicable State law.
SEC. 288, PROTECTIVE PROVISIONS,

(a) Each recipient of adjustment assistance under this
chapter shall keep records which fully disclose the amount
and disposition by such recipient of the proceeds, if any,
of such adjustment assistance, and which will facilitate an
effective audit, The recipient shall also keep such other

records as the Secretary may presoribe,
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(b) The Becretary and the Comptroller General of
the United States shall have access for the purpose of audit
and examination to any books, documents, papers, and
records of the recipient pertaining to adjustment assistance
under this chapter,

(0) No adjustment assistance under this chapter shall
be extended to any firm unless the owners, I;artners, or
officers certify to the Secrotary—

(1) the names of any attorneys, agents, and other
persons engaged by or on behalf of the firm for the
~ purpose of expediting applications for such adjustment

assistance; and
(2) the fees paid or to be paid to any such person.

(d) No financial assistance shall be: provided to any
firm undor this chapter unles8 the owners, partners, or of-
ficers shall execute an agreement binding them and the firm
for a period of 2 years after such financial assistance is pro-
vided, to refrain from employing, tendering any office or
employment to, or retaining for professional services any
person who, on thé date such assistance or any part theréof
was pro»:ided, or within 1 year prior thereto, shall have
served as an officer, attorney, agent, or employee occupying
a position or engaging in activities which the &creiary
shall have determined involve discretion with respect to the
provision of such financial assistance. 4
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SEC. 259. PENALTIES.

‘Whoever makes a false statement of a material fact
knowing it to be false, or knowingly fails to disclose a mate-
rial fact, or whoever willfully overvalues any security, for
the purpose of influencing in any way the action of the
Secretary under this chapter, or for the purpose of obtaining
money, property, or anything of value under this chapter,
shall be fined not more than $5,000 or imprisoned for not
more than 2 years, or both.

SEC. 280, SUITS.

In providing technical -and financial assistance under
this chapter the Secrotary may sue and be sued in any court
of record of a State having general juﬁsdiotion or in any
United Btates district court, and jurisdiction is conferred upon
such district court to determine such controversies without
regard to the amount in controversy; but no attachment, in-
junction, garnishment, or other similar process, mesne or
final, shall be issued against him or his property. Nothing in
this section shall be construed to except the activities pur-
suant to sections 258 and 254 from the application of sec-
tions 516, 547, and 2679 of title 28 of the United States
Code. -

SEC. 261. DEFINITIONS.

For purposes of this chapter, the term “firm” includes

an individual proprietorship, partnership, joint venture, asso-
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oiation, corporation (including a development corpora-
tion), business trust, cooperative, trustee in bankruptoy, and
receiver under decreo of any court. A firm, together with any
predecessor or successor firm, or any affiliated firm controlled
or substantially beneficially owned by substantially the same
persons, may be considered a single firm where necessary
to prevent unjustifiable benefits, .

SEC. 262. REGULATIONS,

The Becretary shall prescribe such regulations as may
be necossary to carry out the provisions of this chapter.
SEC. 263. TRANSITIONAL PROVISIONS,

(a) In any case where a firm or its representative has
filed a petition with the Tariff Commission under section
801 (a) (2) of the Trade Expansion Aot of 1962, and the
Tariff Commission has not made its determination under sec-
tion 301t (¢) of that Act before the date of the enactment
of this Act, such firn may roapply under the provisions of
seotion 261 of this Act. In order to assist the Secretary in
muking his determination under such section 251 with respect
to such firm, the Tariff Commission shall make available to
the Becretary, on request, data it has acquired with respect |
to its investigation, | |

(b) If, on the date of‘the enactment of this Act, the
President (or his delogate) has not taken action under see-
tion 802(c) of the Trade Expansion Act of 1062 with
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respect to a report of the Tariff Commission containing an
affirmative finding under section 301 (¢) of that Act or a
report with respect to which an equal number of Commis-
sioners are evenly divided, the Secretary may treat such
report as a certification of eligibility made under section 251
of this Act on the date of the enactment of this Aot.

(c) Any certification of cligibility of a firm under scc-
tion 802 (c) of the Trade Expansion Act of 1962 made
before the dato of the enactment of this Act shall be treated
as a certification of eligibility made under scction 251 of
this Act on the date of the enactment of this Act; except
that any firm whose adjustment proposal was certified under
section 311 of the Trade Expansion Act of 1962 before the
date of the enactment of this Act may reccive adjustment
assistance at the level set forth in such certified proposal.
SEC. 264, STUDY BY SECRETARY OF COMMERCE WHEN

TARIFF COMMISSION BEGINS INVESTIGATION;
ACTION WHERE THERE I8 AFFIRMATIVE
FINDING.

(a) Whenever the Tariff Commission begins an investi-
gation under section 201 with respect to an industry, the
Tariff Commission shall immediately notify the Secretary of
such investigation, and the Seoretary shall immediately begin
a study of—

(1) the number of firms in the domestio industry



© G 3 O < B W W -

d ek bd Sk b
X A~ DO = O

16

116
105

producing the like or directly competitive article which

have been or are likely to be certified as eligible for

édjustment assistance, and | ‘

(2) the extent to which the orderly adjustment of
such firms to the import coxﬁpetltion may be facilitated
through the use of existing programs,

(b) The report of the Secretary of the study under sub-
section (a) shall be made to the President not later than
18 days after the day on which the Tariff Commission makes
its report under section 201. Upon making its report to the
President, the Secretary shall also promptly make it publio
(with the exception of information which the Secretary
determines to e confidential) and shall have a summary
of it published in the Federal Register.

(¢) Whenever the Tariff Commission makes an afirma-
tive finding under section 201 (b) that increased imports
are a substantial cause of serious injury or threat there-
of with respect to an industry, the Sccretary shall make
available, to the extent feasible, full information to the firms
in such industry about programs which may facilitate the
orderly adjustment to import competition of such firms, and
he shall provide assistance in the preparation and processing
of petitions and applications of such firms for program bene-
fits, ‘
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: TITLE III—RELIEF FROM UNFAIR
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TRADE PRACTICES

CHAPTER 1—FOREIGN IMPORT RESTRIC-

TIONS AND EXPORT SUBSIDIES

SEC, 1. RESPONSES TO CERTAIN TRADE PRACTICES OF

FOREIGN GOVERNMENTS.
(a) Whenever the President determines that a foreign

country or instrumentality—

(1) maintains unjustifiable or unreasonable tariff
or other .import restrictions which impair the value of
trade commitments made to the United States or which
burden, restrict, or disoriminate against United States
commerce,

(2) engages in disoriminatory or other acts or
policies which are unjustifiable or unreasonable and
which burden or restrict United States commerce, or

(8) provides subsidies (or other incentives having
the effect of subsidies) on its exports of one or more
pr;xlnots to the United States or to other foreign mar-
kets which have the effect of substantially reducing sales
of the competitive United States product or products in
the United States or in those other foreign markets,

23 the President shall take all appropriate and feasible steps
24 within his power to obtain the elimination of such restric

258 tions or subsidies, and he—
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(A) may suspend, withdraw, or prevent the appli-
cation of, or may refrain from proolaiming, benefits of
trade agreement concessions to carry out a trade agroe-
ment with such country or instrumentality ; and
(B) may impose duties or other import restrictions
on the products of such foreign country or instrumentality
for such time as he deems appropriate.
(b) In determining what action to take under subsection
(a), the President shall consider the relationship of such
action to the international obligations of the United States
and to the purposes stated in scction 2. Any action takon
under subsection (a) may be on a nondiscriminutory treat-
ment basis or otherwise; excopt that, in the case of a restrio-
tion, act, policy, or practice of any foreign country or instru-
mentality which is unreasonable but not unjustifiable, the
action taken under subsection (a) shall be taken only with

respect to such country or instrumentality.
() The President in making a determination under

this section, may take action under subsection (a) (8)

_with respect to the exports of a product to the United

States by a foreign country or instrumentality if—

‘ (1) the Secretary of the Treasury has found that
such country or instrumentality provides subsidies (or
other incentives having the effect of subsidies) on such
exports;

(2) the Tariff Commission has found that such



®© ® =9 O O e W D

T e S S o S S O N Y
- & &= B W N = O

119

108

exports to the United States have the effect of substan-

tially reducing sales of the competitive United States

product or products in the United States; and

(8) the President finds thaz' the Antidumping
Aot, 1921, and section 308 of the Tariff Act of 1980
are inadequate to deter such practices,

(d) The President shall provide an opportunity for the
presentation of views concerning the import restrictions,
acts, polioies, or practices referred to in paragraph (1), (2),
or (8) of subsection (a). Upon request by any interested
person, the President shall provide for appropriate public
hearings with respect to such restrictions, acts, policies, or
practices after reasonable notice, and he shall provide for
the issuance of regulations concerning the conduct of hear-
ings under this subsection and subsection (e).

(e) Before the President takes any action under sub-
section (a) with respect to the import treatment of any
product—

(1) he shall pr.ovide an opportunity for the pres-
entation of views concerning the taking of action with
reapect to such produet,

(2) upon request by any interested person, he
shall provide for appropriate public hearings with re-
speot to the taking of action with respeoct to such prod-
uot, and o

(8) he may request the Tariff Oommission for its
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views as to the probable impact on the economy of the

United States of the taking of action with respect to

such product.

SEC. 302. PROCEDURE FOR CONGRESSIONAL DISAPPROVAL
OF CERTAIN ACTIONS TAKEN UNDER SEC.
TION 301

(a) Whenever the President takes any action under
subparagraph (A) or (B) of section 801 (a), he shall
promptly transmit to the House of Representatives and to
the Senate.a document setting forth the action which he has
so taken, together with his reasons therefor. | '

(b) If, before the close of the 90-day period beginning
on the day on which the copy of the document referred to in
subsection (a) is delivered to the House of Representatives
and to the Senate, either the House of Representatives or the
Senate adopts,' by an affirmative vote of a majority of those
present and voting in that House, a resolution of disapproval
under the procedures set forth in section 151, then such
action under section 301 (a) shall have no force and effect
beginning with the day after the date of the adoption of such
resolution of disapproval,

CHAPTER 2—-ANTIDUMPING DUTIES
SEC. 321. AMENDMENTS TO THE ANTIDUMPING ACT OF

, 1921, :

(8) Bection 201 (b) of the Antidumping Act, 1921 (19
U.8.0. sec, 160 (b) ), is amended to read as follows:
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“(b) In the case of nn)r imported merchandise of a class
or kind as to which the Secretary has not so made public a
finding, he shall, within six months, or in more complicated |
investigations within ni‘ne months, after the question of dump-
ing was raised by or presented to him or any person to whom
authority under this section has been delegated—

“(1) determine whether there is reason to believe
or suspect, from the invoice or other papers or from
information presented to him or to any other person to
whom authority under this section has been delegated,
that the purchase price is less, or that the exporter’s
sales price is less or likely to be less, than the foreign
market value (or, in the absence of such value, than
the construoted value) ; and

“(2) if his determination is affirmative, publish a
notice of that fact in the Federal Register, and require,
under such regulations as he may prescribe, the with-
holding of appraisement as to such merchandise entered,
or withdrawn from warehouse for consumption, on or
after the date of publication of that notice in the Federal
Register (unless the Secretary determines that the with-
holding should be made effective as of an earlier date not
more than one hundred and twenty days before the ques-
tion of dumping was raised by or presented to him or any
person to whom authority under this section has been

delegated, in which case the effective date of the with-
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holding shall be such earlier date), until the funhef'order
of the Secretary, or until the Secretary has made publio
a finding as provided for in subsection (a) in regard to
such merchandise; or ‘

“(8) if his determination is negative .(or if he
tentatively determines that the investigation should be dis-
contixiuod), publish notice of that fact in tho Federal
Register, but the Becretary may within three months
thereafter order the withholding of appraisement if he
then has reason to believe or suspect, from the invoice or
other papers or from information presented to him or to
any other person to whom authority under this section
has beon delogated, that the purchase price is loss, or that
the exporter’s sales price is less or likely to be less, than
the foreign market v'alue (or, in the absence of such
value, than the constructed value) and such order of
withholding of appraise.nent shall be subject to the pro-
visions of paragraph (2). If no withholding of appraise-

. ment is ordered within such three-month period, the

Secretary shall, not later than the close.of such period,
issue a determination terminating or discontinuing the

investigation.

28 For purposes of this subsection, the question of dumping shall

24 be deemed to have been raised or presented on the date on

25 which a notice is published in the Federal Rogister that

26 information relative to dumping has been received in accord-
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ance with regulations prescribed by the Secretary.”

(b) BSection 201 (¢) of the Antidumping Act, 1921 (19
U.8.0. sec. 160 (o) ), is amended to read as follows:

‘(o) (1) Before making any determination pursuant to
subsection (a) of this section, the Becretary or the Tariff
Oommission, as the case may be, shall conduct a hearing at
which—

“(A) any foreign manufacturer or exporter or
domestic importer of the foreign merchandise in question
shall have the right to appear by counsel or in persbn;
and

‘“(B) any other person, firm, or ‘eorporation may
make application and, upon good cause shown, may be
allowed by the Becretary or the Tariff Commission, as
the case may be, to intervene and appear at such hearing
by counsel or in person.

“(2) The Becretary, upon determining whether for-
cign merchandise is being, or is likely to be, sold in the
United States at less than its fair value, and the Tariff
Commission, upon making igs determination under subsec-
tion (a), shall publish in the Federal Register such deter-
mination, whether affirmative or negative, together with a
statement of findings and conclusions, and the reasons or
bases therefor, on all the material issues of fact or law pre-
sented,

“(8) The hearings provided for under this section shall

304220 O~ 149
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be exempt from sections 554, 555, 556, 557, and 702 of
title 5 of the United States Code. The transoript of any
hearing, together with all information doveloped in connec-
tion with the investigation (other than items to which confi-
dential treatment has been granted by the Secretary or the
Tariff Commission, as the case may be), shall be made
available in the manner and to the extent provided in section
052 (b) of such title 5.”

(o) Bection 208 of the Antidumping Act, 1921 (19
U.B.C. sec. 162), is amended to read as follows:

“PUROHASE PRIOB

“8go0. 208. For the purposes of this title, the purchase
price of imported merchandise shall be the price at which
such merchandise has been purchased or agreed to be pur-
chased, prior to the tfme of exportation, by the person by
whom or for whose account the merchandise is imported,
plus, when not included in such price, the cost of all con-
tainers and coverings and all other'oosts, charges, and ex-
penses incident to placing the merchandise in condition,
packed ready for shipment to the United States, less the
amount, if any, included in such price, attributable to any
additional costs, charges, and expenses, and United States
import duties, incident to bringing the merchandise from the
place of shipment in the country of exportation to the place
of delivery in the United States; and less the amount, if in-
cluded in such price, of any export tax imposed by the coun-
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try of exportation on the exportation of the merchandise to
the United States; and plus the amount of any import duties

: imposed by the country of exportation which have been re-

bated, or which have not been collected, by reason of the
exportation of the merchandise to the United States; and
plus the amount of any taxes imposed in the country of ex-
portation directly upon the exported merchandise or compo-
nents thereof, which have boen rebated, or which have not
been collocted, by renson of the cxportation of the merchan-
dise to tho United States, but only to the extent that such
taxes are added to or included in the priée of such or similar
merchandise when sold in the cou;ntry of oxportation; and ‘
plus the amount of any taxes rebated or not collected, by
reason of the exportation of the merchandise to the United
States, which rcbate or noncollection has been determined
by the Secretary to be a bounty or grant within the meaning
of soction 308 of the Tariff Act of 1980.”

(d) Scction 204 of the Antidumping Aoct, 1921 (19

. U.8.0. sec. 163) , is amonded to read as follows:

“BXPORTER'S SALES PRIOP
“8ro. 204. For the purposes of this title, the exporter’s
sale price of imported merchandise shall be the price Iat which
such merchandiso is sold or agreed to be sold in the United
States, before or after the time of importation, by or for the
account of the exporter, plus, when not included in such

price, the cost of all containers and coverings and all other
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costs, charges, and expenses incident to placing the mer-
chandise in condition, packed ready for shipment to tho
United States, less (1) the amount, if any, included in such
price, attributable to any additional costs, charges, and ex-
penses, and United States import dutios, incident to bringing
the merchandise from the place of shipment in the country
of exportation to the placo of delivery in the United States,
(2) tho amount of the conunissions, if any, for selling in the
United States the particular merchandire undor considera-
tion, (8) an amount equal to the expenses, if any, generally
incurred by or for the account of the exporter in the United
States in selling identical or substantially identical merchan-
dise, (4) the amount of any export tax imposed by the
country of exportation on the exportation of the merchandise
to the United States, and (5) the amount of any increased
value, including additional material and labor, resulting from
a process of manufacture or assembly performed on the
imported merchandise after the importation of the mer-
chandise and before its snle to a person who is not the
exporter of the merchandise within the meaning of section
207; and plus the amount of any import duties imposed
by the country of exportation which have beon rebated, or
which have not been collected, by renson of the exportation
of the merchandise to the United States; and plus the amount
of an& taxes imposed in the country of exportation directly

upon the exported merchandise or components thereof, which
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have been rebated, or which have not been collected, hy

reason of the exportation of the merchandise to the United

States, but only to the extent that such taxes are added to

or included in the price of such or similar merchandise when
sold in tho country of exportation; and plus the amount of
any taxes rebated, or not collected, by reason of the exporta-
tion of the merchandise to the United States, which rebato
or noncollection has been determined by the Secretary to bo
a hounty or grant within the meaning of section 808 of the
Tariff Act of 1930.” |

(e) Section 205 of the Antidumping Act, 1921 (19
U.8.0. sec 164), is amended by adding *“(a)” immediately
before the word “For”, and by adding at the end thereof the
following new subscctions:

. “(b) Whenever the Secretary has reasonable grounds
to believe or suspect that sales in the home market of the
country of exportation, or, as appropriate, to countries other
than the United States, have been made at prices which rep-
resent less than the cost of producing the merchandise in
question, he shall determine whether, in fact, such sales
wero made at less than the cost of producing the merchandise.
If the Secretary determines that sales made at less than cost
of production (1) have been made over an extended period
of time ~* 1 in substantial quantities, and (2) are not at prices
which permit recovery of all costs within a reasonable period .

of time in the normal course of trade, such sales shall be dis-
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regarded in the determination of foreign market value. When-

ever salos are disregarded by virtue of having been made at

. less than the cost of production and the remaining sales, mado

at not loss than cost of production, are detormined to be in-
adequato as o basis for tho determination of foreign market
value, the Secretary shall dotermine that no forcign market
valuo exists and employ the constructed value of the morchan-
dise in question,

“(c) If available information indicates to the Secretary
that the economy of the country from which the merchandise
is exported is state-controlled to an extent that sales or
offers of sales of such or similar merchandiso in that coun-
try or to countries other than the United States do not
permit a determination of foreign market value under sub-
soction (a), the BSecrotary shall determine the forcign
market value of the merchandise on the basis of the normal
costs, expenses, and profits as reflected by eithor—

“(1) the prices, determined in accordance with sub-

soction (a) and section 202, at which such or similar .

merchandise of a non-stato-controlled-economy country

or countries is sold either (A) for consumption in the
home market of that country or countrics, or (B) to
other countries, including the United States; or

‘“(2) the constructed valuo of such or similar mer-
chandise in a non-state-controlled-economy country or

countries as determined undey. section,208,”
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(f) Section 213 (3) of the Antidumping Act, 1921 (19
U.8.0. seo. 170a (8) ), is amended by striking out subpara-
graphs (B), (D), and (F), and by redesignating subpara-
graphs (C) and (E) as subparagraphs (B) and (O), re-
spectivoly. '
(g) (1) The amendments made by subsections (a) and

(b) of this section shall apply with rospect to all questions

‘of dumping raised or presented on or after the date of the

enactment of this Act,

(2) The amendments made by subseotions.(o) through
(f) of this section shall apply with respect to all merchandise
which is not appraised on or before the date of the enact-

ment of this Act; oxcept that such amendments shall not

. apply with respect to any merchandise which—

(A) was oxported from the country of exportation
before such date of the enactment, and
(B) is subject to a finding under the Antidumping
Act, 1921, which (i) is outstanding on such date of
enactment, or (ii) was revoked on or before such date
of enactment but is still applicable to such merchandise.
CHAPTER 3—COUNTERVAILING DUTIES
SEC. 831 A.MENDMENTS TO SECTIONS 308 AND 816 OF THE
TARIFF ACT OF 1930.
(a) Scction 308 of the Tariff Act of 1980 (19 U.8.C.

sec. 1308) is amended to read as follows: .
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“SEC. 303. COUNTERVAILING DUTIES.

“(a) Levy oF COUNTERVAILING DuTiES,— (1) When-
over any country, dependency, colony, province, or other
political subdivision of government, person, partnership, as-
sociation, cartel, or corpomtion, shall pay or hestow, directly
or indirectly, any bounty or grant upon tho manufacturo
or production or export of any article or merchandise manu-
factured or produced in such country, dependency, colony,
province, or other political subdivision of government, then
upon the importation of such article or merchandise into
the United States, whether the same shall be imnported di-
rectly from the country of production or otherwise, and
whether such article or merchandise is imported in the samne
condition as when exported from the country of production
or has been changed in condition by remanufacture or other-
wise, there shall be levied and paid, in all such cases, in
addition to any duties otherwise imposed, a duty equal to
the net amount of such bounty or grant, however the samo
be paid or bestowed. The Secretary of the Treasury shall
determine within twelve months after the date on which the
question is presented to him whether any bounty or grant
is being paid or bestowed.

‘“(2) In the case of any imported article or merchandise
which is free of duty, duties may be imposed under this see-

tion only if there is an affirmative determination by the Tariff
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Commission under subsection (b) (1) ; except that such a
Tariff Commission determination shall be required only for
such time as a determination of injury is required by the
international obligations of the United States.

““(8) The Secretary of the Treasury shall from time to
timo ascertain and determine, or estimate, the net amount
of each such bounty or grant, and shall declare the net
amount so determined or estimated.

‘““(4) Whenever, in the case of any imported article or
merchandise as to which the Secretary has not determined
whether a bounty or grant is being paid or bestowed, the
Secretary concludes, from information presented to him or
to any person to whom authority under this section has
been delegated, that a formal investigation into the question
of whether a bounty or grant is being paid or bestowed is
warranted, he shall forthwith publish notice of the initiation
of such an investigation in the Federal Register. The date
of publication of such notice shall be considered the date on
which the question is prosented to the Secretary within the
meaning of subsection (a) (1). .

“(56) The Secretary of the Treasury shall make all
regulations he may deem necessary for the identification of
such articles and merchandise and for the assessment and
collection of the duties under this section. All determina-

tions by the Secretary under this section, and all determina-
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tions by the Tariff Commission under subsection (b) (1)
(whether affirmative or negative), shall be published in the
Federal Register.
“(b) INJURY DETERMINATIONS WITH RESPECT TO
Dury-FREE MERCHANDISE; SUBPENSION. ‘or LIQUIDA-

TION,~ (1) Whenever the Secretary of the Treasury has

. determined under subsection (a) that a bounty or grant is

being paid or bestowed with respect to any article or mer-
chandise which is free of duty, he shall—

““(A) so advise the United States Tariff Commis-
sion, and the Commission shall determine within three
months thereafter, and after such investigation as it
deems necessary, whether an industry in the United
States is being or is likely to be injured, or is prevented
from being ostablished, by reason of the importation of
such article or merchandise into the United States; and
the Commission shall notify the Secretary of its deter-
mination; and

“.(B) require, under such regulations as he may
presoribe, the suspension of liquidation as to such article
or merchandise entered, or withdrawn from warehouse,
for consumption, on or after the thirtieth day aftor the
date of the publication in the Federal Register of his de-
termination under subsection (a) (1‘) » and such suspen-

sion of liquidation shall continue until the further order
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of tho Becretary or until he has ms;de public an order as

provided for in paragraph (8) of this subsection.

“(2) For the purposes of this subsection, the Tariff
Commission shall be deemed to have made an affirmative de-
termination if the Commissioners of such Commission voting
are evenly divided as to whether its determination should be
in the affirmative or in the negative.

“(8) If the determination of the Tariff Commission
under paragraph (1) (A) is in the affirmative, the Secre-
tary shall make public an order directing the assessment and
collection of duties in the amount of such bounty or grant as
is from time to time ascertained and determined, or esti-
mated, under subsection (a).

“(c) APPLICATION OF AFFIRMATIVE DETERMINA-
TION.—An affirmative determination by the Secretary of
the Treasury under subsection (a) (1) with respect to any
imported article or merchandise shall apply with respect
to articles entered, or withdrawn from warehouse, for con-
sumption on or after the thirtieth day after the date of the
publication in the Federnl Register of such determination,
In the case of any imported article or merchandise which
is free of duty, so long as a finding of injury is required by
the international obligations of the United States, the pre-

ceding sontence shall apply only if the Tariff Commission
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makes an affirmative determination of injury under subsec-
tion (b) (1).

“(d) ARTICLES SUBJECT TO QUANTITATIVE LIMITA-
TIONS,—Whenever the Secretary determines, after seeking
information and advice from such agenciés as he muy deem
appropriate, that any article is subject to a quantitative limi-
tation imposed by the United States on its importation into,
or subject to an effective quantitative limitation on its ex-
portation to, the United States and that such quantitative
limitation is an adequato substitute for the imposition of a
duty under this section, the imposition of an additional duty
under this scction shall not be required.

“(e) TeEMPORARY ProvisioN \WHILE NEGOTIATIONS
ARE 1IN Process.—If, after sceking information and advice
from such agencies as he may deem appropriate, the Secre-
tary determines, at any time before the day which is four
years after the date of the enactment of this subsection, that
the imposition of an additional duty under this section with
rospect to any article would be likely to seriously jeopardize
the satisfactory completion of the negotiations contem-
plated by sections 101 and 102 of the Trade Reform Act of
1978, the imposition of such additional duty under this sec-
tion with respect to such nrticle shall not he required. In
the case of a question presented on or after the day which

is one year after the date of the ennctnent of this Aet, this
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subsection shall not apply with respeet to any article which
is the product of facilities owned or controlled by a devel-
oped country if the investment in, or the operation of, such
facilities, is subsidized.”

(b) Section 516 of the Tariff Act of 1930 (19 U.8.C.
sec. 1516) is amended to read as follows:

“SEC. 516. PETITIONS BY AMERICAN MANUFACTURERS,
PRODUCERS, OR WHOLESALERS,

‘“(a) The Secrctary shall, upon written request by an
American manufacturer, producer, or wholesaler, furnish the
classification, the rate of duty, and the additional duty de-
scribed in scction 803 of this Act (hereinafter in this section
referred to as ‘countervailing duties’), if any, imposed upon
designated imported merchandise of a class or kind manu-
factured, produced, or sold at wholesale by him. If such
manufacturer, producer, or wholesaler believes that the ap-
praised value is too low, that the classification is not correct,
that the proper rate of duty is not heing assessed, or that
countervailing dutics should be assessed, he may file a peti-
tion with the Secretary setting forth (1) a description of
the merchandise, (2) the appraised value, the clas;;iﬁcat.ion,
or the rate or rates of duty that he belie\zves proper, and (3)
the reasons for his belief including, in appropriate instances,
the reasons for his belief that countervailing duties should be

assessed.
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“(b) If, after receipt and consideration of a petition
filed by an American manufacturer, producer, or whole-
saler, the Secretary decides that the appraised value of the
merchandise is too low, that the classification of the article
or rate of duty assessed thereon is not correct, or that coun-
tervailing dutics should be assessed, he. shall determine the
proper appraised value or classification, rate of duty, or
countervailing duties, und shall notify the petitioner of his
determination, Except for countervailing duty purposes, all
such merchandise entered for consumption or withdrawn
from warehouse for consumption more than thirty days after
the date such notice to the petitioner is published in the
weekly Cnstoms Bulletin shall be appraised or classified
or assessed as to rate of duty in accordance with the Secre-
tary's determination, For countervailing duty purposes, the
procedures set forth in section 308 shall apply.

“(c¢) If the Secretary decides that the appraised value
or classification of the articles or the rate of duty with
respect to which a petition was filed pursuant to subsection
(a) is correct, or that countervailing duties should not he
assessed, he shall so inform the petitior;er. If dissatisfied with
the decision of the Sccretary, the petitioner may file with
the Secretary, not later than thirty days after the date of
the decision, notice that he desires to contest the appraised

value or classification of, or rate of duty assessed upon or
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the failure to assess countervailing duties upon, the merchan-
dise. Upon receipt of notice from the petitioner, the Secre-
tary shall cause publication to be made of his decision as to
the proper appraised value or classification or rate of duty
or that countervailing duties should not he assessed and of
the petitioner’s desire to contest, and shall thereafter furnish
the petitioner with such information as to the entries and con-
signces of such merchandise, entered after the publication
of the decision of the Sccretary at such ports of entry desig-
nated by the petitioner in his notice of desire to contest, as
will enable the petitioner to contest the appraised value or
classification of, or rate of duty imposed upon or failure to
nssess countervailing duties upon, such merchandise in the
liquidation of one such entry at such port. The Secretary
shall direct the appropriate customs officer at such ports to
notify the petitioner by mail immediately when the first of
such entries is liquidated.”

(c) (1) Except as provided in paragraph (2), the
amendments made by subsection (a) shall take effect on
the date of the enactment of this Act.

(2) The last sentence of section 8303 (a) (1) of the
Tariff Act of 1930 (as added by subsection (a) of this
section) shall apply only with respect to questions presented
on or after the date of the enactment of this Act.

(3) Any article which is entered or withdrawn from
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warehouse free of duty as a result of action taken under title
V of this Act shall be considered a nondutiable article for
purposes of section 303 of the Tariff Act of 1930, as amended
(19 U.8.0. sec. 1303).
CHAPTER 4—UNFAIR IMPORT PRACTICES
SEC. 341, AMENDMENTS TO SECTION 337 OF THE TARIFF
ACT OF 1930.

(n) Section 387 of the Tariff Act of 1930 (19 U.8.C.
sec. 1837) ix amended by redesignating subsection (h) as
subsection (i) and by inserting immediately after subsec-
tion (g) the following new subsection:

“(h) Uxrrep Srartis Patients.—The foregoing pro-
visions of subseetions (¢) through (g) do not apply with
respect to alleged unfair methods of competition and unfair
acts hased upon the claims of United States letters patent,
Such alleged violations shall he denlt with by the cominis-
sion as hereinafter provided:

“(1) Whenever the commission has renson to he-
lieve from the evidence in its possession that any article
entered into the United States in violation of this'seetion
would, in the absence of exelusion, result in immedinte
and substantial harm, the Secretary of the Treasury
shall, upon the commission’s order in writing, exclude
such articles from entry until an investigation hy the

commission may he completed; except that such articles
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shall be entitled to entry under bond prescribed by the
Seoretary.

“(2) Whenever the existence of any such unfair
method or act shall he extablished to the satisfaction of
the commission, the commnission shall order that the ar-
ticles concerned in such unfair methods or acts, imported
by any person violating the provisions of this section, shall
be excluded fromn entry into the United States, and upon
information of such action by the commission, the Seere-
tary of the Treasury shall, through the proper officers,
refuse such entry. The decision of the commission shall
be final,

“(8) Any refusal of entry under this scetion shall
continue in effect until the commission shall find and in-
struct the Secrctary of the Treasury that the conditions
which led to such refusal of entry no longer exist.
o (4) Any order entered pursuant to this subsection
shall be made on the record after opportunity for a full
hearing, including the opportunity to present legal de-
fenses. Any person adverscly affected by an action of the
commission or refusal of the commission to act shall have
the right to seck judicial review in the United States
Court of Customs and Patent Appeals within such timne

after said action is made and in such manner as appeals

804220 O « 74 - 10
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may be taken from decisions of the United States Cus-
toms Court.”
(b) Subsection (a) of such section 337 is amended by
striking out “hy the President”.
(¢)- Bubsection (b) of such section 837 is amended by
striking out “To assist the President in making any decisions

under this section the” and inserting in lieu thereof “The".

TITLE IV—-TRADE RELATIONS WITH
COUNTRIES NOT ENJOYING
NONDISCRIMINATORY TREAT-
MENT

SEC. 401. EXCEPTION OF THE PRODUCTS OF CERTAIN
COUNTRIES OR AREAS.

Except as otherwise provided in this title, the President
shall continue to deny nondiscriminatory treatment to the
products of any country, the products of which were not
eligible for column 1 tariff treatment on the date of the
enactment of this Act.

SEC. 402. FREEDOM OF EMIGRATION IN EAST;WEST TRADE.

(a) To assurc the continued dedication of the United
States to fundamental human rights, and notwithstanding
any other provision of law, on or after the date of the enact-
ment of this Act products from any nonmarket economy
country shall not be eligible to receive nondiscriminatory

treatment (most-favored-nation treatment), such country
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shall not participate in any program of the Government of
the United States which extends credits or credit guarantees

or investment guarantees, directly or indirectly, and the

President of the United States shall not conclude any com-

mercial agreement with any such country, during the period

heginning with the date on which the P'resident determines

that such country—

(1) denics its citizens the right or opportunity to
emigrate;

(2i imposes more than a nominal tax on emigra-
tion or on the vixas or other docunents required for
cmigration, for any purpose or cause whatsoever; or

(8) imposes more than a nominal tax, levy, fine,
fee, or other charge on any citizen as a consequence
of the desire of such citizen to emigrate to the country
of his choice,

and ending on the date on which the President determines
that such country is no longer in violation of paragraph (1),
(2), or (8).

(b) After the date of the enactment of this Act, (.\)
products of a nonniarket cconomy country may be eligible
to receive nondiscriminatory treatment (most-favored-nation
treatment), (B) such country may participate in any pro-
gram of the Government of the United States which extends

credits or credit guarantees or investment guarantees, -

-
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.and (C) the President may conclude a commercial

agreerhent with such country, only after the President

has snbmitted to the Congress a report indicating that such
country is not in violation of paragraph (1), (2), or (3)
' of subsection (a). Such report with respect to such country

shall include information as to the nature and implementation

of emigration laws and policies and restrictions or discrim-

ination applied to or against persons wishing to emigrate.
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initially as provided herein and, with current information, on
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or before each June 80 and December 81 thereafter so
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long as such treatment received, such credits or guarantees
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. extended, or such agreement is in effect.
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(o) This section shall not apply to any country the
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products of which are eligible for column 1 tariff treatment

—
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on the date of the enactment of this Act.
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SEC. 403. EXTENSION OF NONDISCRIMINATORY TREAT-
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MENT.
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(5) The President may by proclamation extend nondis-

[
o

criminatory treatment to the products of a foreign country

which—

[
-

22 (1) has entered into a bilateral commercial agree-
23 ment referred to in section 404, or

P2 (2) has become a party to an appropriate multi-
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lateral trade agreement to which the United States is

also a party.

No such proclamation may take effect before the close of the
applicable 90-day period referred to in section 408 (c). ‘

(b) The application of nondiscriminatory treatment
shall be limited to the period of effectiveness of the obliga-
tions of the United States to such country under such bi-
lateral commercial agreement or multilateral agreement. In
addition, in the case of any foreign country receiving non-
discriminatory treatment pursuant to this title which has en-
tered into an agreement with the United States regarding
tho settlement of lend-lease reciprocal aid and claims, the
application of such nondiscriminatory treatment shall be lim-
ited to periods during which such country is not in arrears
on its obligations under such agreement. ‘

(¢) The President may at any time suspend or with-
draw any extension of nondiscriminatory treatment to any
country pursuant to subsection (a), and thereby cause all
products of such country to be dutiable at the column 2 rate.
SEC. 404. AUTHORITY TO ENTER INTO COMMERCIAL

AGREEMENTS,

(a) Subject to the provisions of subsections (b) and
(d) of this section, the President may authorize the entry
into force of bilateral commercial agreements providing

nondiscriminatory treatment to the products of countries
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1 heretofore denied such treatment whenever he determines
2 that such agreements with such countries will proniote the

8 purposes of this Act and are in the national interest.

4 (b) Any such bhilateral commercial agreement shall—
s (1) be limited to an initial period specified in the
6 agreement which shall be no more than 8 years from the
7 date the agreement enters into force; except that it may
8 be renewable for additional periods, each not to exceed
9 3 years; if—

10 ‘ (A) a satisfactory balance of trade concessions
1 has been maintained during the life of each agree-
12 ment, and

13 (B) the President determines that actual or
14 foreseeable reductions in United States tariffs and
15 nontariff barriers to trade resulting from multilat-
16 eral negotiations are satisfactorily reciprocated by
17 the other party to the bilateral agreement; -

18 (2) provide that it is subject to suspension or termi-
19 nation at any time for national security reasons, or that
20 the other provisions of such agreement shall not limit the

21 rights of any party to take any action for the protection
of its security interests;
(8) provide safeguard arrangements necessary to

prevent disruption of domestic markets;

8 R 8 8

(4) if the other party to the bilateral agreement is
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not a party to the Paris Convention for the Protection of
Industrial Property, provide rights for United States na-
tionals with respect to patents in such country not less
than the rights specified in such convention;

(5) provide arrangements for the settlement of com-
mercial differences and disputes; and

(8) provide for consultations for the \purpose of re-
viewing the operation of the agreement and relevant as-
pects of relations between the United States and the
other party.

(c¢) Bilateral commercial agreements referred to in

subsection (a) may, in addition, include provisions

18 concerning—

14
15
16 ;
17

(1) arrangements for the protection of industrial
rights and processes, trademarks, and copyrights;

(2) arrangements for the promotion of trade, in-
cluding those for the establishment or cxpansion of
trade and tourist promotion offices, for facilitation of
activities of governmental commercial officers, partic-
ipation in trade fairs and exhibits and the sending of
trade missions, and for facilitation of entry, cstahlish-
ment, and travel of commercial repfekentntivea; and

(8) such other arrangements of a commercial
nature as will promote the purposes stated in section 2.

(d) An agrecment referred to in subsection (a), and a
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proclamation referred to in section 403 (a), shall take effect
only if, during the 90-day period referred to in section 406
(c), a disapproval resolution referred to .in section 151 is
not adopted.
SEC. 405. MARKET DISRUPTION.

(a) A petition may be filed, or a Tariff Commission
investigation otherwise initiated, under section 201 of this Act
in respect of imports of an article manufactured or produced
in a country, the products of which are receiving nondis-
criminatory treatment pursuant to this title, in which case
the Tariff Commission shall determine (in lieu of the deter-
mination described in section 201 (b) of this Act) whether
imports of such article produced in such country are causing
or aro likely to cause market disruption and material injury
to a domestic industry producing like or directly competitive
articles.

* (b) For purposes of sections 202 and 203, an affirma-
tive determination of the Tariff Commission pursuant to
subsection (a) of this section shall be treated as an affirma-
tive determiﬁation of the Tariff Commission pursuant to sec-
tion 201 (b) of this Act; except that the President, in taking
action pursuant to section 208 (b), may adjust imports of
the article from the country in question without taking ac-
tion in respect of imports from other countries.

(c) For purposes of this section, market disruption
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exists whenever imports of a like or directly competitive

article are substantial, are increasing rapidly both absolutely

and as a proportion of total domestic consumption, and are
offered at prices substantially below those of comparable
domestic articles,

SEC. 406. PROCEDURE FOR CONGRESSIONAL DISAPPROVAL
Oi" EXTENSION OR CONTINUANCE OF NONDIS.
CRIMINATORY TREATMENT.

(n) Whenever the DPresident issues a proclamation
under section 403 extending nondiscriminatory treatment to
the products of any foreign country, he shall promptly trans-
mit to the House of Representatives and to the Senate a
document. setting forth the proclamation and the ngreement
the proclamation proposes to implement, together with his
reasons therefor.

. (b) On or before December 81 of each year, the Pres-

ident shall transmit to the Congress, with respect to each

foreign country the products of which are receiving nondis-
criminatory treatment under this title, a document containing
the report required by section 402 (h) to he submitted on or

before December 31,

(¢) If, before the close of the 90-day period beginning
on the day on which the copy of the document referred to

in subsection (a) or (b) is delivered to the House of Rep-

. rosentatives and to the Senate, cither the House of Repre-
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sentatives or the Senate adopts, hy an affirmative vote of a
majority of those present and voting in that House, a reso-
lution of disapproval (under the procedures set forth in see-
tion 151) of the extension of nondiscriminatory treatment to
the producis of such country or for the continuing in effect
of nondiscriminatory treatment with respoct to such products,
as the case may be, then, beginning with the day after the
date of the adoption of such resolution of disapproval, non-
discriminatory treatment shall not be in force with respect
to the products of such country, and the products of such
country shall be dutiable at the column 2 rate.
SEC. 407, EFFECTS ON OTHER LAWS.

The President shall from time to time reflect in general
headnote 3 (¢) of the Tariff Schedules of the United States
the provisions of this title and proclamations issued there-

under, as appropriate,

TITLE V—GENERALIZED SYSTEM .
OF PREFERENCES '

SEC. 501, AUTHORITY TO EXTEND PREFERENCES,

The President may provide duty-free treatment for any
cligible article from any beneficiary developing country in
accordance with the provisions of this title. In taking any
such action, the President shall have due regard for—

(1) the effect such action will have on furthering

the economic development of developing countries;
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(2) the extent to which other major developed
countrics are undertnlﬁng a comparable effort to assist
developing countries by granting generalized preferences
with respect to imports of products of such countries;
and -
(8)' the anticipated impact of such action on United

States producers of like or directly competitive products.
SEC. 502 BENEFICIARY DEVELOPING COUNTRY.

(8) (1) For purposes of this title, the term “beneficiary
developing country” means any country with respect to
which, as of the date of entry or withdrawal from warehouse
for consumption, there is in effect an Executive order by the
President of the United States designating such country as a
beneficiary developing country for purposes of this title.
Before the President designates any country as a beneficiary
developing country for purposes of this title, he shall notify
the House of Representatives and the Senate of his inten-
tion to make such designation, together with the considera-
tions entering into such decision.

(2) If the President has designated any country as a
beneficiary developing country for purposes of this title, he
shall not terminate such designation (either by issuing an
Executive order for that purpose or by issuing an Executive
order which has the effect of terminating such designation)
unless, at least 80 days before such termination, he has
notified the House of Representatives and the Senate of his
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1 . intention to terminate such designation, together with the
2 considerations entering into such decision.

3| (8) For purposes of this title, the term “‘country’ means
4 any foreign country, any overseas dependent territory or
5 possession of a foreign country, any insular possess{on of the
6 United States, or the Trust Territory of the Pacific Islands.
7 In the case of any association of countries for trade purposes
8 no member of which is barred from designation under sub-
9 section (b), the President may by Executive order provide
10 that all members of such association shall be treated as one
11 country for purposes of this title.

12 (b) No designation shall be made under this section
13 with respect to any of the following:

14 Australia Japan

15 Austria Monaco

16 - Canada New Zealand

17 Czechoslovakia Norway

18 European Economic Com-  Poland

19 munity member states Republic of South Africa
20 Finland Sweden-

21 Germany (East) Switzerland

22 Hungary Union of Soviet Socialist
23 Iceland | Republics

24 In addition, the President shall not designate any country a
% beneficiary developing country under this seotion—
26 (1) if the products of such country do not receive
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nondiscriminatory ireatment by reason of general head-
note 3 (e) to the Tariff Schedules of the United States;
or

(2) if such country affords preferential treatment
to the products of a developed country other than the
United States, unless the President has received assur-
ances satisfactory to him that such preferential treatment
will be eliminated before January 1, 1976,
(¢) In determining whether to designate any country .

a beneficiary developing country under this section, the

President shall take into account—

(1) an expression by such country of its desire
to be so designated; | .

(2) the level of economic developmenﬁ of such
country, including its per capita gross national produet,
the living standards of its inhabitants, and any other
economic factors which he deems apprt;priate;

(3) whether or not the other major developed
countries are extending generalized preferential tariff
treatment to such country ; and

(4) whether or not such country has nationalized,
expropriated, or seized ownership or control of prop-
erty owned by a United States citizen, or by any cor-
poration, partnership, or associ;tion not less than 50

percent beneficially owned by citizens of the United
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States, without pr.ovision for the payment of prompt,
adequate, and effective compensation.
SEC. 503. ELIGIBLE ARTICLES.

(a) The President shall, from time to time, publish
and furnish the Tariff Commission with lists of articles which
may be considered for designation as eligible articles for
purposes of this title, Before any such list is furnished to the
Tariff Commission, there shall be in effect an Executive order
under section 502 designating beneficiary developing coun-
tries, Before any action is taken under section 501 to provide
duty-free treatment for any article, the provisions of sections
181, 182, 1838, and 134 of this Act shall he complied with

as though action under section 501 were action under section

- 101 of this Act to carry out a trade agreement entered into

under section 101.
(b) The duty-free treatment provided under section 501
with respect to any eligible article shall apply only—
(1) to an article which is imported directly from
8 beneficiary developing country into the customs terri-
tory of the United States; and
(2) if the sum of (A) the cost or value of the
materials produced in the beneficiary developing country
plus (B) the direct costs of processing operations per-
formed in the beneficiary developing country equal or

exceed the prescribed percentage of the appraised value
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of the article at the time of its entry into the customs- ter-

ritory of the United States.

(¢) (1) For purposes of subsection (b) (2), the pre-
seribed percentage shall be that percentage, not less than 35
percent and not more than 50 percent of the appraised value,
prescribed by the Secretary of the Treasury by regulations.
Such percentage, which may be modified from time to time,
shall apply uniformly to all articles from all beneficiary de-
veloping countries.

(2) The Secretary of the Treasury shall prescribe such
regulations as may be necessary to carry out this subsection
and subsection (b).

- (d) No article shall be an eligible article for purposes
of this title for any period during thcb such article is the
subject of any action proclaimed pursuant to section 203
of this Act or section 351 of the Trade Expansion Act of
1962.

SEC. 504. LID'HTATIONS ON PREFERENTIAL TREATMENT.

(a) The President may withdraw, suspend, or limit the
application of the duty-free treatment accorded under section
501 with respect to any article or with respect to any coun-
try; except that no rate of duty may be established in re-
spect of any article pursuant to this section other than the

rate which would apply but for this title. In taking any ac-



© W I DA xR W W =

bd  d d pd s bk ek ek
X I D X b W O = O

24

154

148

tion under this subsection, the President shall consider the

factors set forth in sections 501 and 502 (o).

(b) The President shall withdraw or suspend the desig-

nation of any country as a beneficiary developing country if,

after such designation—

(1) the products of such country are excluded from

the benefit of nondiscriminatory treatment by reason of

. general headnote 8 (e) to the Tariff Schedules of the

United States; or

(2) he determines that such country has not elim-
inated .or will not eliminate preferential treatment ac-
corded by it to the products of a developed country other
than the United States before January 1, 1976,

(¢) Whenever the President determines that any coun-

try—

(1) has exported (directly or indirectly) to the
United States a quantity of such article having an ap-
praised value of more than $25,000,000 during any cal-
endar year, or

(2) has exporteﬂ (either directly or indirectly) to
the United States a quantity of any article equal to or
exceeding 50 percent of the value of the total imports
of such article into the United States during any calendar

year,

25 then, not later than 80 days after the close of such calendar
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year, such country shall not be treated as a beneficiary de-
veloping country with respect to such artiole unless, on or
before such 60th day, the President determines and publishes
that ‘¢ is in the national interest to designate, or to continue
v~ uesignation of, such country as a beneficiary developing
country with respeot to such article.

" (d). No action pursuant to section 501 may affeot any
tariff duty imposed by the Legislature of Puerto Rico pur-
suant to section 819 of the ™~riff Aot of 1930 (19 U.8.0.
sec. 1819) on coffee imported into Puerto Rico.

SEC. 508. TIME LIMIT ON TITLE; COMPREHENSIVE RE.
VIEW.

(a) No duty-..ee treatment under this title shall remain
in effeot after the date which is 10 years after the date of
the enactment of this Act.

(b) On or before the date which is 5 years after the
date of the enactment of this Act, the President shall submit
to the Congress & full and complete report of the operation
of this title.

TITLE VI—GENERAL PROVISION S
SEC. 601. DEFINITIONS.

For purposes of this Act—

(1) The term “duty” includes the rate and form
of any import duty, including but not limited to tariff-
rate quotas,

30-220 0~ 7411
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(2) The term “other import restriction” includes a
limitation, prohibition, charge, and exaction other than

duty, imposed on importation or imposed for the regula-

" tion of importation. The term does not include any

orderly marketing agreement.

(8) The term “ad valorem” includes ad valorem
equivalent. Whenever any limitation on the amount by
which or to which any rate of duty may be decreased
or increased pursuant to a trade agreement is expressed
in terms of an ad valorem percentage, the ad valorem
amount taken into account for purposes of such limita-
tion shall be determined by the President on the basis
of the value of imports of the articles concerned during
the most recent period, Lefore the date on which the
trade agreement is entered into, determined by him to
be representative.

(4) The term “ad valorem equivalent”’ means the
ad valorem equivalent of a specific rate or, in the case
of a combination of rates including a specific rate, the
sum of the ad valorem equivalent of the specific rate
and of the ad valorem rate. The ad valorem equivalent
shall be determined by the President on the basis of the
value of imports of the article concerned during the most
recent period determined by him to be representative.

In determining the value of imports, the President shall
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utilize, to the maximum extent practicable, the standards
of valuation contained in section 402 or 402a of the
Tariff Aot of 1930 (19 U.B.C. sec. 1401a or 1402)
applicable to the article concerned during such repre-
sentative period.

(5) An imported article is “directly competitive
with” a domestic article at an earlier or later stage of
processing, and a domestic article is “directly competi-
tive with” an imported article at an earlier or later stage
of processing, if the importation of the article has an
economic effect on producers of the domestic article
comparable to the effect of importation of articles in the
same stage of processing as the domestic article. For
purposes of this paragraph, the unprocessed article is at
an earlier stage of processing.

'(6) The term “modification”, as applied to any
duty or other import restriction, includes the elimination
of any duty or other import restriction.

(7) The term “existing” without the specification
of any date, when used with respect to any matter relat-
ing to entering into or carrying out a trade agreement
or other action authorized by this Act, means existing
on the day on which such trade agreement is entered
into or such other action is taken, t}nd, when referring

to a rate of duty, refers to the nonpreferential rate of
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duty (however established, and even though tempo-
rarily susﬁended by Aot of Congress or otherwise) exist-
ing in column 1 of the Tariff Schedules of the United
States on such day.
(8) A product of a country or area is an article
~ which is the growth, produce, or manufacture of such
country or area.
(9) The -term ‘“‘nondiscriminatory treatment”
means most-favored-nation treatment.
SEC. 602. RELATION TO OTHER LAWS,
(a) The second and third sentences of section 2 (a) of
the Act entitled “An Act to amend the Tariff Act of 1980,”
approved June 12, 1934, as amended (19 U.8.C. se, 1352
(8) ), are each amended by striking out “this Act or the
Trade Expansion Act of 1962"” and inserting in lieu thereof
“this Act or the Trade Expansion Act of 1962 or the Trade
Reform Act of 1973”.
(b) Section 242 of the Trade Expansjon Act of 1962 is
amended as follows:
(1) by striking out “351 and 852" in subsection
(a) and inserting in lieu thereof ““201, 202, and 208 of
the Trade Reform Act of 1978”;
(2) by striking out “with respect to tariff adjust-

.ment” in subsection (b) (2);



© @ 2 O kR o W D -

gHHHHHHHHHH
© W DD R N = O

21

159

148 ,
(8) by striking out “801 (e)” in subsection (b)

(2) and inserting in lieu thereof “201 (d) of the Trade

Reform Act of 1973”;

(4) by striking out “concerning foreign import re-
strictions” in‘ subsection (b) (8) ; and
(8) by striking out “section 252 (d)” each place it

appears and inserting in lieu thereof “subsections (c)

and (d) of section 301 of the Trade Reform Act of

1973”.

(¢) Section 351 (c) (1) (B) of the Trade Expansion
Act of 1962 is amended by striking out “unless extended’
under paragraph (2),”.

(d) Sections 202, 211, 212, 213, 221, 222, 223, 224,
225, 226, 281, 241, 243, 252, 253, 264, 255 (a), 258, so
much of 301 and 302 as is not repealed by subsection (d), 311
through 315, 317 (a), 351 (c) (2) and (d) (8), 361, 401,
402, 403, 404, and 405 (1), (8), (4), and (5) of the Trade
Expansion Act of 1962 are repealed.

(e) Sections’301 (a) (2) and (3), (¢) (2) and (3),
(d) (2), (f) (1) and (3), 802(b) (2), (d) and (e), 321
through 338 of the Trade Expansion Act of 1962 are re-
pealed on the 90th day following the date of the enactment
of this Act.

_(f) Al provisions of law (other than this Act, the
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Trade Expansion Act of 1962, and the Trade Agreements
Extension Act of 1951) in effect after the date of enactment
of this Act, referring to section 850 of the Tariff Act of

.1980, to that section as amended, to the Aot entitled “An

Act to amend the Tariff Aot of 1930,” approved June 12,
1934, to that Act as amended or to the Trade Expansion
Act of 1962, or to agreements entered into, or proclamations
issued, or actions taken under any of such provisions, shall
be construed, unless clearly precluded by the context, to
refer also to this Act, or to agreements entered into or proc-
lamations or orders issued, pursuant to this Act.

SEC. 603. TARIFF COMMISSION.

(8) In order to expedite the performance of its func-
tions under this Act, the Tariff Commission may conduct
preliminary investigutions, determine the scope and manner
of its proceedings, and consolidate proceedings before it.

(b) In performing its functions under this Act, the
Tariff Commission may exercise any authority granted to it
under any other Act.

(¢) The Tariff Commission shall at all times keep in-
formed concerning the operation and effect of provisions
relating to duties or other import restrictions of the United
States contained in trade agreements entered into under the

trade agreements program.
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SEC. 604. CONSEQUENTIAL CHANGES IN THE TARIFF
SCHEDULES.

The President shall from time to time, as appropriate,
embody in the Tariff Schedules of the United States the sub-
stance of the relevant provisions of this Act, and of other
Aots affecting import treatment, and actions thereunder, in-
oluding modification, continuance, or imposition of any rate
of duty or other import restriction.

SEC. 608. SEPARABILITY.

If -any provision of this Act or the application of any
prevision to any circumstances or persons shall be held
invalid, the validity of the remainder of this Act, and of
the application of such provision to other circumstances or
persons, shall not be affected thereby.

SEC. 606. INTERNATIONAL DRUG CONTROL.

It is the sense of the Congress that effective international
cooperation is necessary to put an end to the illicit production,
smuggling, trafficking in, and abuse of dangerous drugs. In
order to promote such cooperation, the President shall
embargo trade and investment, public and private, with any
nation when the President determines that the government
of such country has failed to take adequate steps to prevent
narcotic drugs and other coxitrolled substances (as defined

by the Comprehensive Drug Abuse Prevention and Control
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Act of 1970 (21 U.8.C. sec. 801 et seq.) ) produced or proc-
essed, in whole or in part, in such country, or transported
through such country, from entering the United States
unlawfully. Such suspension shall continue until the Presi-
dent determines that the government of such country has
taken adequate steps to carry out the purposes of this
section,

Passed the House of Representatives December 11, 1973,

Attest: W. PAT JENNINGS,
Clerk,
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STATEMENT OF HON. GEORGE P. SHULTZ, SECRETARY OF THE
TREASURY, ACCOMPANIED BY HON. WILLIAM D. EBERLE, SPE-
CIAL REPRESENTATIVE FOR TRADE NEGOTIATIONS

Secretary Suuvrrz. Thank you, Mr. Chairman and members of the
committee.

I welcome the tone of the opening statements which I would take
to be, “Look, we have some real problems in this area, don’t mistake
that,” and so do other people around the world.

Second, the United States should play its part in working these
problems out. In fact we ought to be in the leadership.

Third, at best the solutions are difficult.

And, fourth, however it comes out we have to be sure that our in-
terests are well taken care of, and while we recognize that trade
benefits all, otherwise it won’t occur, we have to see that we are in a

osition to bargain effectively and hard for American interests. I
on’t know if that is a loose interpretation but it seems to me that is
in general what people said and that is exactly down the line of our
own thinking.
CuanaiNé WorLp Economy

As you said, Mr. Chairman, the world econom})]' has changed
greatly since this committee last considered comprehensive foreign
trade legislation. This rapid change will continue whether or not we
in the United States seek to influence its future course. But we must
play an active and constructive role in influencing the shape of a
sensible world economy. Your approval of the Trade Reform Act of
1973 can be an important initial step toward that end.

During a time of rapid inflation and of short supply situations in
many commodities, it has become more important than ever to remove
artificial barriers that result in fewer goods being produced both
here and abroad. Tariffs, quotas, embargoes, and other restrictions
on imports and exports generally prevent each country from producinﬁ
what 1t could produce most efficiently. Thus fewer goods are produce
at higher cost and there is a loss of economic wel%are to the country
asa whole.

Our goal must be to imgrove the efficiency of the U.S. economy. At
the same time, we can and we must take acount of special hardships
that sometimes accom})any a transition from a less efficient to a more
efficient allocation of our productive resources or that sometimes
accompany the rapid changes in prdouction and trade which occur
with greater frequency in our modern world.

Provisions or Tae Trapp Biun

The trade bill before you has been designed with these considera-
tions in mind. It provides the President with the authority he needs
to negotiate effectively on behalf of American workers, businessmen,
and consumers. Briefly, the bill would provide:

(@) Authority to change customs duties up or down in the context
of negotiated agreements;

(5) A congressional declaration favoring negotiations and agree-
ments on nontariff barriers, with an optional procedure for obtain-
~ing congressional approval of these agreements where appropriate;
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(¢) Authority to raise or lower import restrictions on a temporary
basis to help correct deficits or surpluses in our payments positions;

(&) Authority for temporary reduction of import barriers when
necessary to combat intlation—we shall propose similar authority
in short supplg situations;

(¢) Revised and simplified authority to raise import barriers
against countries that unreasonably or unjustifiably restrict our
exports; and

(f) Permission for the United States to extend preferential duty-
free treatment to certain imports from developing countries.

These authorities are necessary to insure meaningful trade negotia-
tions and necessary to insure that our export firms can compete on a
basis of equality in international markets, '

The Trade Reform Act would also provide a set of tools to deal
Wit(}il domestic problems that may arise in connection with international
trade:

(a) The Trade Reform Act would introduce a fairer and less
stringent test for domestic industry to qualify for temporary import
relief of adjustment assistance in order to give it time to adjust to
import com%etition or to avoid serious injury. It provides easier access
and greater benefits to workers who qualify for adjustment assistance;

(b% The act would also improve procedures for protecting American
workers and industry from unfair competition by amending the anti-
dumping and countervailing duty statutes, although with less flexibil.
ity than I had hoped.

The act would also deal with the President’s request for authority
to extend equal tariff treatment to nonmarket economies. The restric-
tions proposed by the House of Representatives on the use of this au-
thority, and the additional provision which would effectively preclude
the continued granting of official credits to some of these countries,
would in my view be extremely ill-advised. I believe, however, that
a substitute wording could be found effectively to express the concern
of the Congress that issues of basic human rights not be ignored, while
not blocking the development of more normal economic relationships
with the nonmarket economy countries. :

During the last few months, the problem of assuring adequate access
to the world’s supply of primary raw materials has become dramati-
cally evident, and we think it would be appropriate to reflect this new
focus in the trade bill. A number of proposals have been put forward
by Members of Congress, including the gentlemen here on the com-
mittee. We are reecptive to these ideas and we want to make some
proposals along similar lines. In brief, we ought to have authority to
neégotiate with major foreign suppliers adequate commitments on the
availability of key raw materials, At the same time, we need unam-
biguous authority to withdraw the benefits of trade concessions from
countries that impose i]le%al or unreasonable restraints on sales of
commodities in short supply. ' N ‘

Our new concern for access to foreign supplies should not mislead
us however, into thinking that our welfare is no longer endangered by -
import barriers. Foreign tariffs remain an important obstacle to our
trade, and foreign nontariff barriers have become an increasingly diffi-
cult problem as other governments have increased their direct in-
volvement in their economies. Recent events have created the danger of
a new protectionism and a breakdown of the multilateral and non-
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... ‘diseriminatory trading arrangements of the postwar period. We must
combat that danger and create a new momentum for cooperation in

" the field of trade.
_The trade bill which you have before you would provide the United
States with the ability to undertake such an effort. %Vith the proposed
new authority we could attempt to— B

Free up agricultural trade and to cooperate with others to assure
adequate world food supplies through more efficient production;

Come to grips with the unreasonable aspects of regionalism which
threaten a proliferation of special trade preferences.

- -Rationalize, to the extent possible, the maze of nontariff berriers
'~ preventing the expansion of world trade;

Work out new answers to the problems of buffering our industries
against injury from sudden surges of imports, and to better enable
our workers to adjust to changing competitive situations affecting
employment.

trengthen our position in dealing with the problem of unfair trade
practices.

COOPERATION IN THE INTERNATIONAL MONETARY FIBLD

_ . We have made substantial progress toward establishing coopera-
-/ "tion in the intarnational monetary field on the basis of more flexible,
-modernized arrangements. Changes in the relationships between
major currencies have now made possible a new effort in the trade
area. We no longer have to look at trade measures as a corrective for
unrealistic exchange rates. We can take a long, hard look at trade for
its own sake. To undertake such an effort, we will need the authority
that only the Congress can provide.

Neep ror INTERNATIONAL TrapE REFORM

The need for reform of the international trading system has be-
come clearly evident in our recent Eroblems in the agricultural and
energy fields. The agricultural problems of last year were seriously -
worsened by the misallocation of agricultural resources which had
developed over the past decades. For too long some of the special
problems associated with agriculture have been used as an excuse to
exempt agricultural trade from trade rules. As a result, trade iréezgrx-
culture has not followed a pattern that would have been dictated by
the comparative advantages in agricultural production. A Erimary ob-
jective of the planned multilateral trade negotiations should be to
work our cooperative arrangements that will permit the reduction
of barriers to agricultural trade. We expect that our trading partners
Wilcll in fact be willing to join us in some rationalization in agricultural
trade.

The shortages in energy that we are presently undergoing brin
to the fore another type of problem that is facing the internationa
t,radi‘nglcommunity. golutions to the energy grob em can only come

~ about through the development of new forms of international coopera-
_ton. We must seek cooperative international arrangements while
"“recognizing that national security considerations in many cases will
not permit consumers to rely solely on current market considerations

~ to determine the degree of their reliance on imported energy.
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In the years ahead we and others will wish to offer investment op-
portunities to oil producing nations, some of whom will have revenues
greatly in excess of appropriate current expenditures. The counterpart
of these investments will be reflected in current account deficits for
the major industrialized countries.

Deficits of this kind will not call for action to redress the trade
balance, but the danger is that some will misunderstand the special
nature of these deficits and will use them as a basis for urging pro-
tectionist action. This danger increases the need for active B.S.
garticipation in future trade negotiations to help prevent such

evelopments. .

The Trade Reform Act of 1973, as passed in December by the House
of Representatives, is an excellent vehicle for accomplishing what is
needed and needed soon. The House gave this bill its careful con-
sideration, and in the end gave its endorsement of the basic objectives
and approaches which were outlined in the President’s message accom-
panying the draft bill ways changed the authorities contained in the
original draft bill, but with only a few exceptions, its changes were
positive contributions to the legislation itself and to the policy that
underlies that legislation. Some have suggested that the approach in
the House bill is unsound because of the delegation of authority that
it entails. I am sure, however, that when this committee has grappled
with the issue of how we make the American voice count in interna-
tional negotiations, it will agree that substantial delegation is a practi-
cal necessity.

CountervaiLING Dury Law

There is one provision of the bill which I wish to discuss with
some specificity. As Secretary of the Treasuxf-iy, I am responsible for
administering the countervailing duty law. I find one provision of the
bill amending this law inconsistent wth the objectives which the ad-
ministration hopes to achieve.

The practices of governments in encouraging exports have become
quite sophisticated. The situation was different in 1897 when the Con-
f(ress enacted what is basically the present-day countervailing dut;

aw. What is needed now is a set of international principles which will

la{ down agreed rules as to what is, or is not acceptable in the export
subsidy area. Otherwise each government will approach the problem
unilaterally. To me this latter approach should be considered a last
resort since it would probably lead to retaliations and counter-
retaliations. -

In order to facilitate these international negotiations, the House bill
authorizes the Secretary to refrain from countervailing, during a tem-
porary 4-year period, when such action would be likely to jeopardize
the satisfactory completion of the international negotiations, I agree
with this House provision and consider it essential 1f we are to make
a serious effort to achieve a successful multinational agreement.

However, the House bill restricts this discretionary authority to 1
year in the case of subsidized products from developed countries where
‘the %x;oducer is State owned or controlled. :

I believe, however, that if the multinational negotiations are to suc-
ceed, the Secretary requires a 4-year discretionary authority to refrain
from countervailing in all cases where it would jeopardize the success
of the negotiations. It is irrelevant for these purposes whether the pro-
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duce exported to the United States is from a nationalized company.
The 1-year restriction of the Secretary’s discretionary authority should
be removed from the bill.

Our trading partners are looking to us for leadershi};lin this negoti-
ation. Without U.S. }l)articipation and leadership, the multilateral
trade negotiations will give way to regional and bilateral arrange-
ments which will be but prescriptions for economic dislocation to the
detriment of our producers, traders, and consumers, We cannot let
this hap(s)en. We will not let it happen if appropriate trade legisla-
tion is adopted without delay.

Thank you, Mr. Chairman.

The CHarMAN. Thank you very much, Mr, Secretary.

We will now hear Mr. Flanigan’s statement.

STATEMENT OF HON. PETER M. FLANIGAN, EXECUTIVE DIRECTOR,
COUNCIL ON INTERNATIONAL ECONOMIC POLICIES

Nekp ror Reroryine INTERNATIONAL EcoNoMIC SYSTEM

Mr. Franiean. Thank you, Mr. Chairman and gentlemen. I am
pleased to be with you today to testify in support of the Trade Reform
Act. This bill is tﬁ,e legislative keystone o¥ the President’s efforts to
reform the international economic system as a whole.

The success of the monetary arrangement in 1944 and the GATT
trade rules agreed to in Geneva in 1947 brought fundamental chan
in our global economy. The dramatic economic progress which has
occurred since then owes much to those agreements. Yet that progress
has created a new set of economic relationships in the world. And while
the economic world has changed, the institutions and modes of co-
operation under which states conduct their economic affairs only began
to change in the last several years.

By the beginning of the 1970’s it had become clear to all that our
present institutions were not meeting the demands placed on them by
the increased international flow of goods, services, and capital. The
rigidity of the international system and of national practices had ex-
erted an increasing stress on the flow of economic and financial re-
sources with attendant political frictions.

This condition is especially serious when each nation’s prosperity
is increasingly dependent upon the prosperity of other nations. The
recent shortages and dramatic price increases in agricultural products
and in petroleum has brought home to all Americans the fact that
nations today can no longer isolate themselves from the world’s eco-
nomic events. Economic policies adopted in one country are quickly
felt in other nations. Growing snecialization in manufacturing and
greater dependence on imported goods, especially in critical raw
materials, reinforce the world’s economic interdependence. What is
needed now are changes in the international framework to reflect for
~ the coming decades the new economic conditions. .

(GOALS OF THE ADMINISTRATION

President Nixon in his annual report on foreign policy states, and
Tam quotingit: ,
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Our goal is to work with other nations to build a new economic order, to meet
the world's needs In the last quarter of this century. We believe these new
arrangements should achieve six major objectives:

Continued economic progress from which all nations benefit ;

A broader sharing of responsibility commensurate with new economic power
relationships and the potential benefits to be gained ;

Rules that reflect an equitable balance among the interest of all nations;

The widest possible consensus for principles of open economic intercourse,
orderly economic behavior, and effective economic adjustment;
ng&roved methods for assuring that those principles are adhered to; and
Sufficient flexibility to allow each nation to operate within agreed standards
in ways best suited to its political character, its stage of development, and its
economic structure,

The achievement of these objectives can create a new balance between di-
verse national economic needs and a greater international unity of purpose.
Economie relations can become a source of strength and harmony.among coun-
tries rather than a source of friction,

These are the broad goals which the administration is seeking, in
cooperation with the other nations of the world—both rich and poor.
Progress will be made if the world’s governments believe that their
efforts at maximizing the social and economic well-being of their own
citizens will be furthered by enhancing order and collective discipline
in world economic relations. Any new economic structures must there-
fore provide sufficient flexibility to allow domestic economies to be
managed effectively within the internationally agreed rules. Obtaining
the agreement of sovereign nations to abide by common rules and to
reduce barriers to the free flow of trade, payments and investments is
o difficult task. Unfortunately, the growth of economic power which
has occurred in the last 25 years has been combined with a réluctance
to remove the barriers nations needed when they were less competitive.
The benefits of the market mechanism are heavily discounted by those
accustomed to special protections.

Reform of the international economiv system must take place in all
its related major areas—monetary, investment, and trade, and in the
case of the latter includes both equitable access to markets and equi-
table access to suFl)lies. The key to progress in each of these areas is
consistency and discipline in the international application of agreed
rules. Furthermore, if we are to move toward a world in which market
forces are allowed to operate freely, we must achieve substantial pro-
gress in all three areas. A piecemeal approach will not work. Progress
in one area can easily be offset by restrictions in another. For example,
the lowering of tariffs and removal of nontariff barriers will have lit-
tle effect if nations are allowed to manipulate their exchange rates to
restrict imports by undervaluing their currencies. Similarly, flexible
exchange rates can readily be frustrated by barriers to capital flows.

The solutions to the problems we face lie in a major world effort.
The dedication of the United States to this effort will be measured in
large part by the shape of the legislation we are discussing today, It is
clear that without the full support of the United States, reform is im-
possible, As the preeminent world economic power we must exercise a
leadership role.

MuorritaTeraL TrRADE NEGOTIATIONS

During the discussions following the Smithsonian Agreement in
1971, the United States, the European Community and Japan agreed
to initiate and actively support multilateral comprehensive trade nego-
tiations in the GATT framework. This initiative culminated at a min-
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isterial level meeting held in Tokyo last September in which 101 coun-
tries joined in opening multilateral trade negotiations, The stated
purposes of the negotiations are:

To achieve the expansion and ever greater liberalization of world trade through
the progressive dismantling of obstacles to trade, to improve the international
framework for the conduct of world trade and to secure additional benefits
for the international trade of developing countries.

The legislative mandate that the U.S. negotiators receive from the
Congress will, in effect, determine the progress which can be made
in these negotiations. The movement toward a more equitable and
open trading world is dependent on the prompt enactment of the Trade
Reform Act of 1973.

Five Basic Purrosks or Trave ReroryM Act

The Trade Reform Act of 1973 is designed to make possible the
accomplishment of five basic purposes. The first is to negotiate a more
open trading world. Authority is provided not only to engage in
reciprocal negotiations on tariffs but also to negotiate the elimination
and reduction of non-tariff trade distorting practices, subject to co-
operation with the Congress under the veto procedure. With the
success of the Kennedy round in 1967 in reducing tariffs among the
world’s major trading nations, non-tariff practicés have become the
-major impediment to fair competition and the free flow of goods
in international trade. Major attention will be given in the multilateral
trade negotiations to eliminating and reducing these trade distorting
* measures. The job will not be easy as many of these practices are im-
bedded in national laws and policies.

The second major purpose is to gnarantee fair treatment for U.S.
roducts in world trade. The trade ﬁil] provides authorities to protect

S. producers from unjustifiable and unreasonable international
trade practices, We firmly believe that for trade to be free it must also
be fair. Although the basis for an open and equitable trading system
is cooperation, experience indicates that cooperation is often enhanced
when there is a clear understanding that all parties are firmly com-
mitted to protecting their own riﬁghts. .

The third purpose of the bill is to enable us to act effectively to
ease the adjustment of American workers and industries to fair import
competition when these imports increase at a rate which causes or
threatens serious injury. We must be able to manage surges of imports.
There is agreement between the Congress and the administration that
the present escape clause and adjustment assistance provisions of the
Trade Expansion Act must be substantially libera ized. A revised
- escape clause, better adjustment assistance, and staging provisions
insure that the benefits which all Americans receive from a more open
trading world will not impact unfairly on certain industries and .
. workers in our country. v )

While it is important that the United States have authority com-
parable to that which other trading nations have to deal with increased
imports, we believe that an effective safeguard mechanism, and, we
trust, a new international agreement on the use of safeguards with

~objective standards, provides a better long-term and more stable
- solution. :
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The fourth major objective is to provide the necessarﬁ 1;;(ﬁxrmaneni:
authorities to effectively manage U.S. trade policy. The bill provides
more modern authority to use trade measures as a tool in dealing with
the balance of payments, inflation, and national security problems.
Authority is also provided to deal with problems of short supply, com-
pensation, renegotiation, termination, and withdrawal related to trade
agreements,

The final objective in the trade bill is to open up and take advan-
tage of new trade opportunities with all countries. Authority is pro-
vided to institute a system of generalized tariff preferences for less
developed countries under which the United States would grant duty-
free tariff treatment for 10 years to less developed country imports,
Authority is also provided to grant nondiscriminatory treatment to
the products of the Soviet [Tnion and other nonmarket economies. As
vou know, the administration has strong reservations with respect
to the restrictions placed on the granting of nondiscriminatory tariff
treatment and the use of export credits in trade with Communist
nations. Secretary Kissinger, who will be meeting with you later this
week, will discuss these with the committee,

Exrort RestrICTIONS ON VIiTAL Raw MATERIALS

Legislative proposals introduced by Senators Mondale, Ribicoff, and
Chiles indicate congressional concern about the problem of export
restrictions of vital raw materials. The administration shares these
concerns that have led to these proposals and will work with the.
committee on appropriate legislation, The problems of short supply
induced through export controls imposed by government can only be
alleviated through cooperative action. Internationally agreed proce-
dures and principles to heln assure equal access to the world’s scarce
resources are urgently needed. A

There are currently few effective international restrictions on gov-
ernmental export practices. Nations have historically refused to re-
linquish their complete independence of economic action in this area.

In considering legislation directing the President to seek an inter-
national agreement assuring equitable access to the world’s raw ma-
terials, the Congress must address a basic issue, In asking for non-
discriminatory treatment from others, we as a major supplier must
examine the impact on our own practices.

INconsisTENT TrapeE PoLicies

The choice is clear, but not easy. The United States, along with many
other nations, has occasionally used trade policy inconsistently. We as
a nation must be willing to accept internationally agreed constraints on
our freedom to act unilaterally for domestic or other political purposes
in exchange for other nations accepting identical constraints.

We are receptive to the proposals that have been made in the Senate.
We will also be putting forward additional Xroposa]s to amend both
the trade bill and the Export Administration Act. ,

The dislocations from major economic events, such as the oil crisis,
pose the danger of a new protectionism. The economic uncertainties
triggered by shortages and price increases of basic commodities are
causing dramatic and rapid shifts in demand. The new protectionism
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would seek to ameliorate the effects of these shifts by restricting im-
ports or by restricting exports of needed raw materials. This would be
a prescription for chaos in an interdependent world. We, therefore,
nced now, even more than a year ago, to press forward on this legisla-
tion and the trade reform negotiations, in order to prevent the certain
catastrophe that protectionism would produce. )

We believe that our commitment to the principle of strengthening
the role of the market in the monetary, trade, and investment areas
is the right one. Qur proposals on monetary reform su%gest that the
market be a major component in the determination of realistic ex-
change rates. Our trade proposals suggest that we lower barriers and
create a system in which there is a freer flow of goods allowing the
market to determine which are bought by whom and where. In the
investment area, we are working for removal of distortions so that
the flow of capital can be predominantly decided by market forces.

It is obvious that rationalization of the world economic system can-
not ?lucceed with restrictive policies in one area and liberal policies in
another.,

Restrictive or coercive trade policies lead to distortions in invest-
ment, flows and away from the efficient allocation of resources. While
one distortion breeds another, it is also true that the reduction of dis-
tortions must be approached comprehensively in all areas of interna-
tional economic activity in order to prevent nullification of the henefits
to be gained from such action, '

PossiBLe Gains ror THE UNITED STATES

The United States, with its comparative advantages, has clearly
much to gain by reliance on the market in the trade area, Given the
recent oil and food crises, our trade negotiations take on even greater
importance. We must not only remove barriers to our exports but we
must also reach new international understandings with respect to
export controls so that all importing countries will have a greater
sense of security of squy and a greater stake in cooperating to make
an interdependent world economy work.

If the international economic system, because of the stresses imposed
on it by these crises, begins to move away from cooperation toward a
pattern of independent action, not only the United States but the world
will be poorer for it. As is often the case in important negotiations,
the only way to keep from sliding backward is to keep moving forward.
It is for this reason that I urge this committee to give prompt and
favorable consideration to the %‘rade Reform Act of 1973, Upon your
actions hinge the fate of our efforts to speed the international economic
refm;m which is vital for both the prosperity and security of our
country.

Thank you, Mr. Chairman,

[The prepared statement of Mr. Flanigan follows:]

TeSTIMONY OF HON, PETER M. FLANIGAN, EXECUTIVE DIRECTOR, COUNCIL ON
INTERNATIONAL EconoMic PoLicy

I am pleased to be here today to testify in support of the Trade Reform Act of
1973 (H.R. 10710). The bill is the legislative keystone of the President's efforts
to reform the international economic system.

The success of the agreements reached on monetary arrangements at Bretton
Woods in 1944 and on the GATT trade rules in Geneva in 1947 has brought fun-
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damental changes in our global economy. The dramatic economic progress which
has occurred since then in Europe, Japan, Canada and in many developing coun-
tries has created a new set of economic relationships in the world. The United
States is no longer the single dominant world economic power. Although the world
has changed, the institutions and modes of cooperation under which states con-
duct their economic affairs only began to change in the last several years. By the
beginning of the '70’s it had become clear to all that our present institutions were
not adequately meetings the demands placed on them by the increased inter-
national flow of goods, services, and capital. The rigidity of the international sys-
tem and of national practices had exerted an increasing stress on the flow of
economic and financial resources with attendants potitical frictions.

This condition is especially serious when each nation's prosperity is increas-
ingly dependent upon the prosperity of other natfons. The recent shortages and
dramatic price increases in agricultural products and in petroleum have brought
home to all Americans the fact that nations today can no longer isolate them-
selves from the world's economic events. Economie policies adopted in one coun-
try are quickly felt in other nations. Growing specialization in manufacturing
and greater dependence on imported goods, especially in critical raw materials,
reinforce the world's economic interdependence. What is needed now are changes
in the international framework to retlect for the coming decades the new eco-
nomice conditions.

President Nixon in his Annual Report on Foreign Policy states:

“Our goal is to work with other nations to build a new economic order, to meet
the world's needs in the last quarter of this century, We believe these new ar-
rangements should achieve six major objectives:

“Continued economic progress from which all nations benefit;

“A broader sharing of responsibility commensurate with new economie power
relationships and the potential benefits to be gained;

“Rules that reflect an equitable balance among the interest of all nations;

“The widest possible consensus for principles of open economie intercourse,
orderly economic behavior, and effective economic adjustment;

“Improved methods for assuring that those principles are adhered to; and

“Sufficient flexibility to allow each nation to operate within agreed standards
in ways best suited to its political character, its stage of development, and its
economice structure.

“The nchievement of these objectives can create a new balance between diverse
national economic needs and a greater international unity of purpose. Economic
relations can become a source of strength and harmony among countries rather
than a source of friction.”

These are the broad goals which the Administration is seeking, in cooperation
with the other nations of the world—hoth rich and poor. Progress will be made
if the world’'s governments believe that their efforts at maximizing the social
and economfc well-being of their own citizens will be furthered by enhancing
order and collective diseipline in world economic relations. Any new economic
structures must therefore provide sufficient flexibility to allow domestic econo-
mies to be managed effectively within the internationally agreed rules. Obtain-
ing the agreement of sovereign natlons to abide by common rules and to reduce
barriers to the free flow of trade, payments and investment is a difficult task.
Unfortunately, the growth of economic power which has occurred in the last 26
years has been combined with a reluctance to remove the barriers nations needed
when they were less competitive. The benefits of the market mechanism are
heavily discounted by those accustomed to special protections.

Reform of the international economic system must take place in all its related
major areas—monetary, investment, and trade, and in the case of the latter
includes both equitable access to markets and equitable access to supplies, The
key to progress in each of these areas is consistency and discipline in the inter-
national application of agreed rules. Furthermore, if we are to move towards a
world in which market forces are allowed to operate freely, we must achieve
substantial progress in all three areas. A plecemeal approach will not work,
Progress 18 one area can easily be offset by restrictions in another. For ex-
ample, the lowering of tariffs and removal of non-tariff barriers will have little.
effect if natfons are allowed to manipulate their exchange rates to restrict im..
ports by undervaluing their currencies. Similarly, flexible exchange rates can
readily be frustrated by barriers to capital flows, -

The solutions to the problems we face lie in a major world effort. The dedica-
tion of the United States to this effort will be measured in large part by the
shape of the legislation we are discussing today. It is clear that without the full
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support of the United States, reform is impossible, As the preeminent world
economic power we must exercise a leadership role.

During the discussions following the Smithsonian Agreement in 1971, the
United States, the European Community and Japan agreed to initiate and actively
support multtlateral comprehensive trade negotiations in the GATT frameswork.
This initiative culminated at a Ministerial level meeting held in Tokyo last
September in which 101 countries joined in opening Multilateral Trade Nego-
tiations. The stated purposes of the negotiations are “to achieve the expansion
and ever greater liberalization of world trade through the progressive dis-
mantling of obstacles to trade, to improve the international framework for the
conduct of world trade and to secure additional benefits for the international
trade of developing countries.”

The legislative mandate that the United States negotiators recelve from the
Congress will, in effect, determine the progress which can be made in these nego-
tiations. The movement towards a more equitable and open trading world is de-
pendent on the prompt enactment of the Trade Reform Act of 1973.

The Act of 1978 is designed to make possible the accomplishment of flve basic
purposes, The first is to negotiate a more open trading world. Authority s pro-
vided not only to engage in reciprocal negotiations on tariffs but also to negotiate
the elminiation and reduction of non-tariff trade distorting practices, subject to
cooperation with the Congress under the veto procedure. With the success of the
Kennedy Round in 1967 in reducing tariffs among the world’s major trading
nations, non-tariff practices have become the major impediment to fair competi-
tion and the free flow of goods in international trade, Major attention will be
given in the Multilateral Trade Negotiations to eliminating and reducing these
trade distorting measures. The job will not be easy as many of these practices
. are imbedded in national laws and policies,

The second major purpose is to guarantee fair treatment for U.S. produets in
world trade. The trade bill provides authorities to proteet United States pro-
ducers from unjustifiable and unreasonable international trade practices. We
firmly belleve that for trade to be free it must also be fair. Although the basis
for an open and equitable trading system is cooperation, experience indicates
that cooperation is often enhanced when there is a clear understanding that all
parties are firmly committed to protecting their own rights.

The third purpose of the bill is to enable us to act effectively to ease the adjust-
ment of American workers and industries to fair import competition when thesge
imports increase at a rate which causes or threatens serious injury. We must be -
able to manage fast surges of imports. There is agreement between the Congress
and the Administration that the present escape clause and adjustment assistance
provisions of the Trade Expansion Act must be substantially liberalized. A
revised escape clause, better adjustment assistance, and staging provisions insure

. that the benefits which all Americans receive from a more open trading world will
not impact unfairly on certain industries and workers in our country.

While it is important that the United States have authority comparable to that
which other trading nations have to deal with increased imports, we believe that
an effective safeguard mechanism, (and, we trust, a new international agree-
ment on the use of safeguards with objective standards), provides a better long-
term and more stable solution.

The fourth major objective is to provide the necessary permanent authorities
to effectively manage United States trade policy. The bill provides more modern
authority to use trade measures as a tool in dealing with the balance-of-payments,

* inflation, and national security problems. Authority is also provided to deal with
problems of short supply, compensation, renegotiation, termination, and with.
drawal related to trade agreements.

The final objective in the trade bill is to open up and take advantage of new

- trade opportunities with all countries. Authority is provided to institute a system

of generalized tariff preferences for less developed countries under which the
United States would grant duty-free tariff treatment for ten years to LDC jm-

ports, Authority is also provided to grant nondiscriminatory treatment to the -

products of the Soviet Union and other non-market economies. As you know, the
- Administration has strong reservations with respect to the restrictions placed
on the granting of nondiscriminatory tariff treatment and the use of export cred-
its in trade with Communist nations. Secretary Klissinger will discuss these with
the Committee. .

Legislative proposals introduced by Senators Mondale, Ribicoff and Chiley
indicate Congressional concern about the problem of export restrictions of vital
raw materials. The Administration shares these concerns that have led to these
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proposals and will work with the Committee on appropriate legislation. The prob-
lems of short supply induced through governmental export controls can only be
alleviated through intergovernmental cooperative action. Internationally agreed
procedures and principles to help assure equal access to the world's scarce re-
sources are urgently needed.

There are currently few effective international restrictions on governmental
export practices. Nations have historically refused to relinquish their inde-
pendence of economic action, except in the special cases where such international
cooperation directly increased thelr economic security and national welfare.
In most of these cases the cooperative agreements have proved short-lived
when the underlying economic conditions have changed. The problem today is
not different, only more acute,

In considering legislation directing the President to seek an international
agreement assuring equitable access tv the world's raw materials, the Congress
must address two basic {ssues. As a practical matter, the benefits to the partici-
pating countrles obtaining security of supply must equal the benefits they
could obtain by retaining independence of action. This has special meaning
to the United States as a major world supplier. In asking for national and non-
discriminatory treatment from others, we must examine the impact of such
rules on our practices, Secondly, if the Congress mandates the President to seek
international agreement to prevent governments from unilaterally introducing
export barriers for political reasons, we must be careful that the language is
sur:h that it I8 consistent with our own laws and policies.

The issue must be squarely faced. The Congress and the Administration must
decide whether the trade policy we are to follow is to be based on agreed rules
£ behavior or whether we and other nations will abide by such rules only if
they are convenient to us, The choice ought to be clear but we must understand
tuat it is not easy, The United States, along with many other nations, has occa-
sionally used our trade policy inconsistently. We as a nation must be willing
to accept internationally agreed constraints on our freedom to act unilaterally
for domestic or other political purposes in exchange for other nations accepting
identical constraints,

The Trade Bill in its present form provides basic authority for the President
to deal with these problems internationally. We are receptive to the proposals
that have been made in the Senate, We will be putting forward additional
proposals to amend both the Trade Bill and the Export Administration Act. I
beligve we can work together to find an acceptable formula to cover this serious
problem.

Trade policles are a difficult balancing of interests, While some workers,
farmers, and businessmen want open international trade, others want a pro-
tected national market. The perceived benefits of protective trade policles are
very important to those businesses and workers recelving this assistance; con-
sequently, they are well organized to push their case. However, the costs of
such policies are spread throughout the economy in the form of higher prices to
consumers for the products protected and higher costs to producers of competi-
tive goods through inefficient use of available resources. It should also be re-
membered that trade negotiations work on the basis of reciprocity and mutual
advantage, so that each U.S. industry that receives speclal protection from
world competition, reduces our opportunity to eliminate other nalon’s barriers
to our exports. :

As I pointed out earlier, monetary policies impact decisively on trade policies.
In the last two years many of the world's major trading nations, including the
United States, have moved away from inflexibly fixed exchange rates. Neverthe-
less, when financial policy makers see a weakening in thelr nation’s payments
balance, they may still exercise the option of allowing the exchange rate to move
downward to make exports cheaper and imports more expensive and thereby
bringing their trade balance into equilibrium. o

The fact that a country may adjust its trade balance by small changes in the
exchange rate has tremendous implications on the traditional practice of trade
poliey. If a nation establishes high tariff barriers to protect its domestie indus-
tries, the monetary adjustment mechanism which is driven by supply and demand
forees of the exchange market will move the price of its ciurrency up. As its
currency upvalues, its exports become less competitive and the imports of its
trading partners become cheaper and might even become competitive i its in-
ternal market despite the high tariffs, Imposing import restrictions in a world of
flexible exchange rates will cause an upvaluing of one's currency so that the
protection from imports afforded some domestic industries will be done at the
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real expense of making domestic export industries less competitive in the world
market. They would be robbing from Peter to pay Paul.

The dislocations from major economic events, such as the oil crisis, poses the
danger of a new protectionism. The economic uncertainties triggered by shortages
and price increases of basic commodities are causing dramatic and rapid shifts
in demand. The new protectionism would seek to ameliorate the effects of these
shifts, which are not caused by a fundamental imbalance or foreign competition
by restricting imports or by restricting exports of needed raw materials. .

This i8 a prescription for chaos in an interdependent world. We therefore need
now, even more than a year ago, to press forward on this legislation and the trade
reform negotiations, in order to prevent the certain catastrophe that protection-
ism would be sure to produce.

We believe that our commitment to the principle of strengthening the role of
the market in the monetary, trade and investment areas is the right one. Our
proposals on monetary reform suggest that realistic exchange rates, as deter-
mined by the market, be an important component, Our trade proposals suggest
that we lower barriers and create a system in which there is a freer flow of goods
allowing the market to determine which are bought by whom and where. In the
fnvestment area, we are working for removal of distortions so that the flow of
capital can be predominantly decided by market forces,

he introduction of the market principle in the monetary area has a liberalizing
impaet on trade. In the same way, the movement towards a more equitable
and open trading system will have a positive impact on monetary adjustments.
It 18 obvious that rationalization of the world economic system cannot succeed
with restrictive policies in one area and liberal policies in another.

The introduction of the market principle in the monetary area has a liberalizing
impact on trade. In the same way, the movement towards a more equitable and
open trading system will have a positive impact on monetary adjustments, It
is obvious that rationalization of the world economic system cannot succeed with
restrictive policies in one area and liberal policies in another.

This 1s equally true of investment. Restrictive or coercive trade policies lead to
distortions in investment flows and away from the efficlent allocation of re-
gources. While one distortion breeds another, it is also true that the reduction
of distortions. must be approached comprehensively in all areas of international
economic activity in order to prevent nullification of the benefits to be gained
from such action,

The United States, with its comparative advantages, has clearly much to gain
by reliance on the market in the trade area. Glven the recent ofl and food crises,
our trade negotiations take on even greater importance. We must not only remove
barriers to our exports but we must also reach new international understandings
with respect to export controls o that all importing countries will have a greater
sense of security of supply and a greater stake in cooperating to make an inter-
dependent world economy work.

If the international economic system, because of the stresses imposed on it by
these crises, begins to move away from cooperation towards a pattern of inde-
pendent action, not only the U.S. but the world will be poorer for it. As is often
the case in important negotiations, the only way to keep from sliding backwards
is to keep moving forward. It is for this reason that I urge this committee to give
prompt and favorable consideration to the Trade Reform Act of 1973. Upon your
actlons hinge the fate of our efforts to speed the international economic reform
which {8 vital for both the prosperity and security of our country.

The Cuairman. Thank you, Mr. Flanigan. In line with the commit-
tee’s procedure of occasionally reversing the order of questions, I will
call on Mr. Roth. I will also suggest that we abide by the 10-minute
rule and I will ask the staff to keep time on it in the first round of
questioning and we will see where we stand after we make the firsb
‘round.

Secretary Smurtz. Does that apply to me, too, Mr, Chairman?

[Laughter.] .
The CrarMAN. It is up to each member to try to keep the witness

from filibustering on his time if he wants to do so. Each Senator will
have to defend his 10 minutes as best he can.
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Trave Rerory UrGeENT

Senator Rorm. Well, Mr. Secretary and Mr, Flanigan, in a sense
you have addressed my first question but I think it bears vepeating.
In my oyening vemarks I mentioned the importance I attached to
this legislation being adopted as early as possible this year. Yet I find
there are a number of commentators and a number of so-called ex-
perts who argue that energy and the other shortages, those in agri-
culture, and so forth, that the impact of the higher price of oil, the
unemployment being experienced not only here but abroad, many
other factors, mean that there are not going to be meaningful nego-
tiations in the near future. We are really faced with a threat of protec-
tionism. And I wonder, Mr. Sceretary, if you would like to add any-
thing as to why you think it is important now that we get this adopted
as early as possible.

Secretary Smvrrz. Well, T think all of the things that you have
mentioned argue that we work on this problem more urgently rather
than less urgently because we have a structure of monetary, trade, and
investment arrangements around the world, They are under great
tension and strain and it is important to refresh themn and renew them
particularly since the strain of the events you mentioned puts a great
deal of pressure on us. ‘

I have been interested in two recent international meetings, the one
in Rome of pcoyle gathered to discuss the monetary system, and the
other here in Washington of people gathered to discuss energy. The
first was finance-type people and the second was a mixture of finance,
energy, and foreign ministry. In both cases there was a clear view
that it was extremely important to maintain and develop work on
the trade subject and not allow the current very large massive changes
in the flows of money around the world to degenerate into a kind of
a trade war. So I think that the factors you mentioned highlight the
imPortnnce of getting on with it rather than suggest that we should
hold back and wait and see. I am afraid what we would wait and see
is a deterioration.

INkqurTies Sken v GATT

Senator Roti. One of the basic objectives spelled out in your testi-
mony is, of course, to try to create a more open trading world, and
to do it within the framework of GATT. Many feel—I must say I have
some concern myself—that many of the provisions of GATT make
an open world more dificult. Since the current legislation does pro-
vide or make provision for renegotiation of some of the GATT provi-
sions, the question T have for you is, is there any evidence, any
grounds, to believe that some of the provisions in the GATT can be
modified to eliminate what is basic unfairness to this country?

Let me read you the study made by our Finance Committee: “Non-
discrimination is intended to be the cardinal principle of GATT. It
isembodied in Article 1 what you give to one you give to all. This prin-
ciple is aimed at making discriminatory bilateral agreements and
special commercial relationships. However, GA'TT sanctions departure
from MFN.” The stndy goes on to snell out some of the things that
happened in the Common Market. The same question arises on how
to treat different types of taxes. I wonder, Mr. Secretary, or Mr. Flani-
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gan, are there any grounds for optimum that our trading partners
are willing to make GATT a fairer agreement ?

Secretary Snurrz. Yes, I think so. I think there is a willingness to
examine the general agreement. There are committees that have al-
ready been set up on some items and, of course, we seck in this bill
a certain amount or ability to pressure on just the points that you men-
tioned. For example, the business of setting up reverse preferences
and ereating a block that way, well, we seek to get at that not only in a
negotiating scnse but also in the sense of saying that as a restriction
on the generalized preferences asked-for here that countries that have
reverse preferences will not get them from us. So we are trying to
break that down, what we regard as a bad practice and to wﬁich
you referred. So I think, yes, is the answer to your question.

PossisiLity oF BENEFICIARIES oF F'REER TRADE SUPPORTING
ADJUSTMENT ASSBISTANCE

Senator Rori. Mr, Flanigan in your testimony you mention that
the third purpose of this biﬁ is to enable us to act effectively to ease
the adjustment of American workers and industries to fair import
competition when these imports increase at a rate which causes or
threatens serious injury.

You also state, as the benefits of trade are shared by the entire coun-
try. it is certainfy fair that the cost of any adjustments to such trade
are also shared.

I wonder if anyone in the administration has given any thought as
to how we should try to finance these special benefits, I think that
rightly so that the workers who see their jobs possibly disappearing
have a legitimate gripe if we don't take care of them. As one who
also is somewhat concerned about the balancing of the budget, I am
concerned as to how we are going to finance some of these benefits., T
am not sure the financing we have in the present legislation is adequate.

Why shouldn’t those who benefit from trade, both exporters and
importers, by some tax mechanism, help finance these benefits.
I wonder if any thought has been given to this approach. In other
words, if we are going to promote trade, and trade is going to ad-
versely affect some workers, some industries, shouldn’t those who
particularly benefit from the liberal trade policies have an obliga-
tion to carry that burden? We are going to look, I think, in the near
future at some of our tax legislation, tax credits. Perhaps it would
be wise to let all countries as well know there will be some slight tax
of some sort imposed on trade that would be used as a means of
financing these benefits. Has any thought been given within the ad-
ministration to such an approach?

Mr. Fraxigan. I hate to overburden the Secretary of the Treasury,
but financing our expenditures and taxes is his responsibility so I
think he is probably the one who should answer your question.

"~ Secretary Sivrrz. Well, T think, first, that everybody benefits. It
isn't just people who happen to export or import who benefit from
trade. but everybody gains the benefits from trade. They are widely
shared, and the difficulties are experienced by a relatively few whose
jobs happen to be affected, or businesses. I think we should share this
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problem of helping those who are especially disadvantaged by trade
widely.

My own feeling is that it is better to improve the unemployment

insurance system generally than it is to provide somethinf; special in
the field of trade. If we think that our system of unemployment in-
surance is adequate, and I do, then we should change it and make
it adequate. We should do what the President proposed, apply Fed-
eral standards for benefit levels so that they get up to an adequate
level, expand the coverage of the benefits so that they apply more
comprehensively, and most recently he proposed a trigger mechanism
that would go to particular areas, metropolitan areas, rather than
States, in the triggering of additional duration for benefits. I think
that is a better approach. The fact that with the energy business, we
talk about special unemployment compensation there only suggests
the importance of generalizing rather than particularizing 1t. I would
have to say the House rejected that argument. They are wrong, I am
right, but anyway they won. [ Laughter.]
So here we are, and now we go on within the framework of the
adjustment assistance program, which I accept as a good second best,
and I think here there is a real financing problem, and it seems to
us, it seems to me, that the additional—the first increment of adjust-
ment assistance paid to workers should be part of the regular unem-
plo?rment compensation system in the State. It is set up for the purpose
of helping people 1nake adjustments and having it administered so
that State funds take part in the program, gives the States a proper
stake in good administration of the program.
As you know, the way the House bill sets it up, you get a flow of
funds into the Federal Treasury which finances the whole thing and
I don’t think that is a sound way to go about it.
Senator Rotu. I would just liﬁe to follow up. You would agree that
while the entire country benefits from liberalized trade, and that there
are certain industries, that benefit somewhat more just as there are
going to be certain domestic industries that are going to suffer more.
I think you will also have to agree we have a deficit in Federal
spending. So T wonder if it does not make good sense to try to find some
vehicle, some means of having those who benefit most at least sharing
more of the cost of liberalized trade policy ?
Secretary Smorrz. Well, it is obviously true that those who are
varticipating in something that is their livelihood and, therefore,

nefit more from it than other people do. T suppose you could say
the )])eople as a whole benefit from the actions of the U.S. Senate, but
would you say that each Senator benefits inore than the average citi-
zen just because you happen to participate in it? I do not suppose so.
I suppose people could probably do better for themselves in a narrow
sense if they did not happen to be sitting here.

So I do not think it necessarily follows that because somebody is
engaged in a particular line of activity that there is a special kind of a
benefit there, but rather that in a large economy that permits speciali-
zation, one of the advantages we have is that it sorts people out accord-
ing to their comparative advantages within the country. And that is
a good thing, but it does not seem to me that we should put a special
burden on exporters or importers for this assistance.

; S(ﬁlator Roru. My time is up. I hope to explore this subject matter
urther.
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The Crarryan. Senator Mondale.
Senator Moxparg. Thank you, Mr. Chairman.
Traditionally, trade negotiations have concentrated largely on the
question of access to markets—of how exports can be introduced into a
~ consuming country despite a host of protective measures, duties, and
nontariff barriers. :

ProrecTioON NEEDED AcAINST FUuTUurE EMBARGOES

Although access to markets continues to be a very serious problem,
the worlf is - confronted with disastrous, if not revolutionary, new
strategy of the monopolistic control of short supply materials par-
ticularly crucial to the economies of developed nations. The strategy
with respect to the oil exporting countries, is I think, the classic exam-
ple today. We may well have many others in the near future as a re-
sult of the success of the oil embargo and resultant price increases.

It seems to me that we must concentrate in this bill not only on

- the traditional problem of access to a market. We must come up with

. remedies that will protect us from future embargoes of the scarce
raw materials, If we do not, we are going to have massive inflation
around the world, unemployment and maybe even more.

There is a story in this morning’s New York Times about the polit-
ical troubles that are sweeping democracies in Europe. This, I think,
is a direct result of the pro{))lem of the inflationary prices of oil and of
other }[l)roducts in short supply. The British election has caused the
British Government to be paralyzed. We have seen earlier elections in

" Holland and Denmark. There was an election this morning that under-
mines the credibility of the Germany Government, The Scandinavian
democracies are mostly in deadlock. As I go around our own country,
I find people desperate about inflation. O% course, some of this infla-
tion is oil-induced, and some of it is food-induced. But both are part
of the fundamental problem: What do we do about limited supplies of
commodities that are critical where a few countries can combine to

Jestrict supply and extort high prices, often not just for economic
Teasons but for political reasons as well?

I know you have commented on some of this in your statement. In
your opinion, does this bill contain remedies that will meet these prob-
lems, how would those remedies work and, would they be effective?

Secretary Srurrz. I think the problem that you have identified here
and in earlier statements is a very important one, and it is not ade-
quately represented in the bill that came over from the House or that
we originally proposed. There are things in the bill that will help us
in this regard, and perhaps they should be sort of organized to be
more clear, and then accompanied with some other things. Just what

~-those other things should be, I think is—I do not have a set mind on
that subject at all. It seems to me it is a good subject to explore because
I do not think that we are adequately equipped.

But it seems to me there are the following things to be said : First,

~in terms of tools to do something about a situation that you do not

“like, our ability to retaliate should be clear, and I think 1t is pretty
well defined in the bill as it stands now; and, second, it would be
desirable to negotiate internationally agreed rules with the expectation
that there will be action not just by us but internationally if somebody
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violates those rules. I think probably we have the ingredients of that
in the bill, although again it might be well to bring it out more clearly.

Now, of course, the crux of the matter is, what are reasonable rules,
And certainly, if somebody has commodities within their borders and
they are theirs, you cannot take them away from them. But it seems
to me that people who trade with them are entitled to have some sense
of stability about the conditions under which they are going to be
traded, that they are not going to be traded on a discriminatory basis.

I think it is sort of on tﬁw other side of the coin that nondiserimina-
tion in access to markets might be applied here. I suppose it would be
kind of an ideal if we could have an international Sherman antitrust
law but I do not know whether we could find the right forum to pass
such a law, but I think the general idea somehow or other has to be
worked out.

So I believe that you have identified an important problem, and I
think there are some things that will help with it in the bill and I also
believe we have a lot more thinking to do before we get to where we
want to go.

I guess Mr. Flanigan has something.

Mr. Franiean, May I add a thought that I alluded to in my pre-
pared statement, Senator, and that is the fact is in considering this

roblem we have to consider it not only as a consumer, which we are,
but also from the point of view of a supplier. The bulk of our wheat
crop, as you know, each year is exported and in terms of the percen-
tage which that export from the United States represents in world
trade we are more important in the world trade in wheat than all
the Persian Gulf nations taken together are in oil.

Senator MonpaLe, May I iaterrupt, because I believe your answer
shows both sides of the problem——

Mr. FLantgaN. Yes.

Senator MonpaLg. I do not mean to argue that the producing coun-
tries do not have rights. They also, of course, have economic rights,
Indeed, some of the poorer countries almost have a moral claim on
the rest of us for a better break. And as we found in wheat, and with
soybeans, we have problems, too. Right now we are the world’s most
bountiful producer of agricultural products. But, the wheat sales, for
example, are going to contribute to inflation in food because we have
had a policy of letting this grain go into the world trade market and
we are now down to very, very limited supplies. As a result, I antici-

ate substantial increases in food prices, not just in wheat but in re-
ated grains.

We need to establish some civilized rules which reco%nize the right
of both producing and consuming countries. These rules should per-
mit producing countries, as in the case of wheat, to have some right
over that production so that they can keep the domestic food prices
in line. But these rules should also recognize legitimate claims of
international trade.

But what OPEC stands for, it seems to me, is an outrageous, un-
civilized, extorting, monopolistic strategy to take a critical world com-
modity, increase the price out of any economic proportion, not only
to generate revenues but to extort political concessions as well, to the
point that the oil prices are doing more to break up NATO and the
Common Market than the Russians ever could do. If we cannot do
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something about inflation in this country, I believe we could well
- find governmental instability here.

Mr. FraNiaan. Senator, I would not for one moment suggest there.
is any relationship between our actions with regard to food si‘l‘g)plies,
because we have been the most accessible market in general, and
- OPEC actions with regard to oil supplies. But in considering the

problem, and particularly in considering your suggestion that we

create some mechanism which will avoid mf{ation here, we should re-
member that that mechanism as imposed last year on soybeans, while
it did have an effect for a period of time to lower soybean prices here,
also created additional inflation abroad.

Senator MoNDALE. Yes,

Mr. FLan16aN. And you are concerned not only about inflation here
but the effect of inflation all over the world.

Senator MonpaLE. I will just make this one observation, I know the
Government imposed it out of desperation, and that it did not want
to do it. But we gid not do it for political reasons. We did it because we
were going to have all of our soybeans sold. -

Secretary Suurrz. Well, I think it is 2 good case and it shows the
limits, too, of what can be done. In my juf ent, our soybean action
Ericked a speculative bubble and brought the price down for every-

ody. We did not keep those controls on long enough to really dis-
. comfort anybody, although we scared a lot of peo e, and in man
ways it was unfortunate, but nevertheless, we were faced with a criti-
cal situation.
Now, I think the soybean example illustrates, however, some of the
~ limits of what a given countr{ can do because the high soybeans prices
have brought soybeans onto the market at a terrific cli , not only here
but elsewhere—Brazil, which I believe, historically has been a big
exporter of coffee, and that has been their biggest export by far,
think their second product is soybeans, so it has come fast. So supplies
of many, but not all commodities come forward from other sources
and we do have to think, and we have been thinking very hard about
this, and I believe properly, across the board in agriculture. We have
to think of the American farmer, and in soybeans groups of farmers
have promoted that market on a world basis, just as we depend for
two-thirds of our market for wheat on world markets. It is important
to somebody who is a producer to have a reputation as a reliable sup-
plier, and so there is a certain competitive aspect to this thing.
Now, I think myself that the oil producing countries have got the
})rice too high for their own good. It is not ﬁood cartel policy if you
ook at it just from that standpoint. I think that, myself, if things
stay the way they are—I do not believe they will, but if they did—
that, say, 6 or 7 years from now they would look back and say, “What
a disaster we perpetrated on ourselves,” because of the increases of
supplies that are going to come forward, and come forward on a mas-
sive scale under these circumstances. So I think there are some sort of
economic limits as well as limits to be negotiated. But again, I think
your point is very good and it needs to be worked on hard in this bill.
The Craryax. Senator Packwood.
Senator Packwoop. Gentlemen, I am late and if you covered part of
this in your testimony, if you would tell me, I would appreciate it.
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U.S. EmMBARG0 PowERS

At the time of the embargo of soybeans we had before the Banking
Committee a question of the export control authority and there was
some question at the time about the legal right to embargo. The admin-
istration was asking for additional authority to embargo. I assume you
would immediately have the power to embargo wheat now if you
wanted to.

Secretary Snurtz. I think so; yes.

Senator Packwoon, We are projected——

Secretary Snuvrrz. But I would like to enter the caveat that no one
should take that remark as meaning we are about to do so.

Senator Packwoon. Oh, no, I wanted to know about the authority.

Secretary Snurrz, I say that because this is such a touchy business,
and you mention that word and you start off a chain of events that is
very disruptive. It is like price controls, the existence of the ability to
control prices brings about price increases.

Senator Packwoon. I do not want to get us into a bind and have
the administration come forward and say, “We do not have the author-
ity,” and I am curious if it exists,

Secretary Suurtz. I think the act, the basic act, is up for renewal
June 30, I think it expires, so in any case, it has to be renewed and
examined.

Senator Packwoop. Very good.

We are {)rojected to have 2.1 billion bushels of wheat this year and
we normally use 700 or 800 million bushels domestically. Do you khow
what part of that difference is already contracted for exports?

Secretary Suurrz, Well, we have an extensive set of information on
domestic demand and exports recorded and also export contracts, Con-
tracts to export are, the statistics on that are tricky to evaluate because
again the thought in some people’s mind that there might be controls
suggested to them they ought to enlarge the volume of their export con-
tracts so if there is a cutback they are way up here and they would only
be cut back to there, which is where they wanted to be anyway. So
that you can deceive yourself with some of these figures, But we have
been working within the administration to have a good understand-
ing of this, and to take steps that will insure that we will bridge over
to the next crop year in a proper fashion.

Senator Packwoop. Would the power of embargo include the power
to embargo wheat already sold under concluded contracts?

Secretary Suruvrz. I am sorry, I could not hear you very well,

Senator Packwoop. Does the power to embargo include the power to
embargo wheat already sold for export under completed contracts?

Secretary Suuvrz. \{’ell, one of the problems, of course, is that—we
ran into this in the soybean case—is you get to the point where there
is more sold than there is. That is what tl%e situation was, at least ac-
cording to the contracts. There were more soybeans bought than ex-
isted, and so if you are going to cut off some place you are going to cut
into some contracts, and, of course, that is undesirable.

FrexiBLE ExcHaNGE Rates

Senator Packwoop. Let me switch gears on you now, George. In your
testimony, you talk about the counterveiling duty law. I am not too
familiar with it but I assume as I read your testimony, it gives you
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some kind of unilateral power to respond to what we would call unfair
unilateral export subsidies; is that correct

Secretary Suuvrz. Yes. ) o

Senator Packwoop. OK, the value added tax, your view in a value
. added tax to exporters, as I understand.

Secretary SHuvrrz. That is correct.

Senator Packwoop. s that a serious detriment to our competing on
our exports?

Secretary Suurrz. Not in the world of flexible exchange rates,

Senator Packwoop. Why ¢ :

Secretary Suurrz. Because I believe the export subsidy question, as
I said in my testimony, needs to be worked on so that we can get some
‘multilateral agreements on what we mean by an export subsidy and
what we do not mean, and so on. But I think that the problem 1s less
serious when exchange rates can take account of particular efforts that
may be made by a country to affect its flow of trade. In other words,
an export subsidy in a sense, can be defined as a partial devaluation,
that is what it amounts to. It affects only certain products and it af-
fects only one side of trade, affects every export-import trade but it
has that general effect. When we had a s¥lstem of fixed exchange rates,
particularly from our point of view, where everybody could sort of
oPemte against us, which was the situation we were enduring for low
these many years, then it constituted a great problem. But I think now,
while it is still a problem that needs very much to be worked on, it is a
lesser one,

~ Senator Packwoop. Do you expect we are going to stick with the

flexible rates for an extended period of time?

Secretary SHULTZ. Yes.

Senator Packwoob. I have no other questions, Mr. Chairman.
" The CuairmMaN. Senator Byrd.

Senator Byrp. Thank you, Mr, Chairman,

PropLeMs 1N THE SHOE INDUSTRY

The shoe industry provides a great many jobs in many States, it
provides a lot of jobs in Virginia, and I want to ask three or four
guestions in this regard. I have got for myself and for my colleague
rom Rhode Island, Senator Pastore.

M:. Flanigan, over 3 years ago the Tariff Commission submitted to
the President a split decision in the escape clause investigation cover-
ing nonrubber footwear which the President himself had initiated.
As I understand it, that was the first and only time to date that a
President of the United States has asked for such an escape clause in-
vestigation. Is my understanding correct ?

Mr. Fran1ean. I do not know whether that was the only occasion in
which such had been—Ambassador Eberle says it is correct.

Senator Byrp. It is the only case. Since the tie decision has been
submitted to the President there has been no action taken by the White
House. Could you tell us what the status of that tie decision is and
when the nonrubber footwear industry and the Con%ess might expect
some resolution of the escape matter now before the President ?

Mr. FLan16AN. Senator, the fact is that there was some action taken
and some successful action, though not the action that the industry
itself wanted under that split decision. At the time the decision was
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rendered, the vote was taken, the major source of imports was Italy,
and the second major source was Spain. The administration, recogniz-
ing the broad economic relations, particularly trade relations, that
existed with these countries, undertook to negotiate a voluntary re-
straint a(i;reement with these countries, and did so successfully with
Italy and, I think, if you look at the record in the last couple of years
you l‘:vill find that they have not taken an increasing share of our shoe
market.

We also, while having a very significant trade surplus in a broad
range of goods with Spain, only partly offset by their surplus re-
sulting from shoes, did discuss with the Spanish this problem. We
did not get a voluntary restraint agreement but we have found, again
ii;fyou look, that within the last year imports from Spain have Joveled
off and are no longer increasing as a percent of our market from a
volume point of view.

There were, however, two new entrants into the market, Brazil and
Argentina. Both have been very, very small. I think Brazil is just 2
or3 1percent; of the market, and Argentina less than 1.

The Treasury is conducting an investigation of the matter to see
wl;?it the facts are, and that investigation is currently being pur- .
sued.

But I would suggest that the two major exporters to the United
States have leveled off in their growth and they are no longer in-
creasing their percentage of the market. The others that the Treasury
is investigating are currently a very small percent of the market.

Senator Byrp. The Treasury is investigating under the counter-
vailing statute, I believe.

. Mr. Franiean, That is correct, and that, I believe, is the area in
question.

Senator Byrp. How does that differ from this escape clause?

Secretary Suurrz. They are two separate acts. In the countervailing
duty situation the question is asked 1s whether this particular export
is receiving a subsidy from the State or a bounty, and if the report is
being subsidized then the Treasury may countervail to the extent of the
subsidy. That is a different kind of a question.

Senator Byrp. That is a different action from what we were speak-
ing of a moment ago on the escape clause.

ow, Mr. Flanigan, has the escape clause decision—do you feel
that has been complied with, is that your testimony ?

Mr. Franican. Well, it was a split decision.

Senator Byrp. It was a tie decision.

Mr. Franioan. As you pointed out, Senator, so I do not think it
was a matter of compliance, I think it was a concern and we attacked
it in the two major cases through what scemed to us a more appro-
priate and better method, in the best interests of our exporters and of
the international economic community as a whole. If there is a prob-
lem with regard to these two remaining areas in which there is a

rowth, although it is on a very siall base, that it is appropriate that
it be done on the countervailing duty method basis.

Senator Byro. Mr. Secretary, could I ask you then, about the status
of the countervailing duty ¢ The first petition to the Treasury Depart-
ment was submitted over a year ago, and the second about 8 months, To
date, as I understand it, no action has been taken. I note in the Federal
Register that the Treasury Department is proceeding to investigate.
Is that the status? )
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Secretary Suurrz. Well, the Treasury Department is investigating,
although our investigation is not as yet in a formal stage. We are try-
ing to find out in a less than formal way as much as we can about the
Spain, Brazil, and Argentina areas, which seem to be the ones involved.

“Senator Byrp. A year is a rather substantial period, is it not?

Secretary Suuvrz. Well, we have gotten a fair degree of progress,
but not as much as we would like,

Senator Byrp. What progress has been made ?

Secretary Suurrz, We have received, I think, a fair amount of in-
formation from Spain and we are in the process of evaluating that. In
the case of Argentina, the amount of exports coming to us is really
minuscule. It does not seem to be large enough to warrant us moving
forward,

In the case of Brazil, we are trying to get a better understanding
of their export subsidy practices, and we do not feel we have sufficiently
gotten that as yet.

Senator Byrp. Could you indicate as to when action or investigation
might be completed and when it might be analyzed ?

Secretary Suurrz. Well, I hesitate to lay down a precise date, al-
though I suspect that one reason why the House put in a 1-year time-
span on these matters is in order to prod us along.

Senator Byro. Well, the year has expired, hasit not ?

Secretary Suuvrz. Right.

Senator Byrp. Well, may I draw the conclusion from your testimony
that expeditious action will be forthcoming ?

Secretary Suurrz. Always, always. [Laughter.] Expeditious as is
appropriate under the circumstances, [ Laughter.]

Senator Byrp. With the nonrubber footwear industry having lost
better than 40 percent of its market to import footwear, do I judge
from your testimony that there will or will not be relief in sight?

Secretary Suurrz. Well, I can speak about countervailing, and to
the extent that we find that this 40 percent is supported by subsidies
from governments, and I do not believe it is, but to the extent that we
find that, then we would countervail.

Senator Byrp. But your investigation does not at this point bear
that out ?

Secretary Suurrz. The three countries that we are currently re-
viewing do not amount to anything like that proportion of the total.

Senator Byrp. There has been some suggestion about the possibil-
ity of negotiating an international agreement to limit trade in non-
rubber footwear such as the multilateral fiber arrangements recently
negotiated in textiles does that seem a feasible actiong

ecretary Snurrz. Ambassador Eberle volunteers to that. He is
the expert.

Mr. Enerce. Senator Byrd, there has not been the same interest as
in the textile industry. There are a few countries involved. At this
point my judgment would be it would not be practical.

Senator Byrp. It would not be practical.

I have another subject but how much time do I have remaining?

_ Senator HaNsEN. f\fay I yield 2 minutes of my time to Senator
" Byrd, Mr. Chairman? :
Senator Byrp. I thank my colleague from Wyoming.
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ReprayMeENT oF RussiaN Dept ConTINGENT oN MFN SrtaTUS

Mr. Secretary, on the settlement of the Russian debt, much of that
settlement was made conditional on the Soviet Union oLtaining most-
favored-nation status. " ’hat is correct, is it not ¢

Secretary Suurrz. We are trying to call that nondiscriminatory
treatment status. But with that amendment, that is correct.

Senator Byro, Whether or not Russia obtains certain concessions,
trade concessions, bears on whether or not she has agreed to pay a
substantial part of her debt, does it not?

Secretary Scaurrz. ‘Lhere has been an effort to negotiate an under-
standing about conditions of trade between the two countries, and
one of those conditions is that imports from Russia be treated in
the same manner as imports from other countries are treated so far as
tariffs are concerned and another portion has to do with the debt.
Until we are able to implement the whole agreement, it is not pos-
sible to have it totally implemented in each of its parts.

Senator Byrp. So the unconditional part of the debt was that she
agreed to pay it was $48 million and 2 percent of the total. The con-
.ditional part was $674 million. I wonder who established that con-
dition and why was it done?

Secretary Suurrz. I think Mr. Flanigan was there and perhaps
he can comment on that.

Mr. Franigan. There was an agreement on the part of the Soviets to
begin the repayment of their lend-lease debt in the amount that was
negotiated. They pointed out that the original lend-lease agreement
made repayment conditional on normal trading relations existin
between the lender and the borrower, and they interpreted these norma
trading relations to be nondiscriminatory trade treatment.

They agreed to begin the payment of the debt, the first tranche, on
the assumption that they would get nondiscriminatory trade treat-
ment, but they put a time limit, Senator, on that period after which
they would suspend repayment until such nondiscriminatory trade
treatment was put into effect. It was that time limit, its expiration,
which I do not recall exactly but I think it was about a year, which
determined how much would be paid before they would expect as a
condition of continued payments nondiscriminatory trade treatment
to their goods entering the United States.

Senator Byro. I think in regard to that agreement, the same as to
the other agreements made with Russia in 1972, the United States
came out second best by far. I do not want to take more of Senator
Hansen’s time, but I ask unanimous consent, Mr. Chairman, to insert
in the record at this point pages 17, 18, and part of page 19 of the
hearing before the Subcommittee on International Finance and Re-
sogrces of the Finance Committee, October 29, 1973, dealing with the
subject. :

he Crairman. Without objection, it will be done.

[The excerpt referred to foﬂows :]

Senator Byrp, May I interrupt at this point? The amount which the Soviet
Union owed the United States was $2.6 billion ; is that right?

Mr, WEINTRAUB. No, sir, There had been no agreed amount that the Soviet .
Union owed the United States. This was subject to a negotiating procedure. ‘

Senator Byrp. What the United States claimed the Soviet Union owed the
United States was $2.6 billion.
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Mr. WEINTRAUB. It was at very early stages of the negotiation process,

Senator Byrp. That is right. But at one point or other the United States
conteud;d that the Soviet Union owed the United States $2.8 billion ; i8 that not
correct

Mr. WEINTRAUB. This is true. But the discussions had broken off some 10 years
previous to that. The amount we were seeking then was some $800 million,

Senator Byrp. I would like to read into the record at this point a statement
which you made In testifying February 18, 1972, before the House Subcommittee
on Foreign Operations and Government Information : :

“In lend-lease settlement negotiation with our allies, fncluding the Soviet
. Union, it was our policy to seek panyment only for those goods which had use;
~  fulness in the civilian economy. After repeated requests for an inventory of

- these elvillan-type articles in the Soviet Union went unanaswered, the United
States estimated their value at approximately $2.6 billion.”

So I think it is clear from your testimony as well as from other facts that are
avallable that the United States did feel that the Soviet Union, did contend that
the Soviet Union owed the United States $2.0 billion.

Mr. WeINTRAUB, I do not contest the statement you just read.

Senator Byrp. Thank you,

Mr. WEINTRAUB. In negotiating repayment agreements with all major lend-
lease recipients, the United States has sought no payment for goods lost, con-
sumed, or destroyed during the war or for combat items letf over at the war's
end. We have sought payment for civilian-type goods which survived hostilities
and for all goods “in the pipeline” but dellvered after the lend-lease program
formally ended (September 20, 1945).

The Soviet Union had been making regular payments on the “pipeline” ac-
counit and the remainder due on that account was included in the global sum of
the overall settlement.

Negotiations with the Soviet Union to reach agreement on the amount to be
paid for civilian-type goods had foundered over the years-on two points: First,
there was no agreed statistical base on which to base the value of such goods
remaining in Soviet hands. The Soviet Union did not present an inventory of
what they had and rejected the estimates which had been put forward by our
Government, Settlement figures offered by the Soviet Union during the inter-
mittent iegotiations were always unacceptably low. This is the point that you
Just referred to a moment ago, Mr, Chairman,

Second, the Soviet Union wanted the United States to give effect to article VII
of the standard lend-lease agreement which stated that the terms and conditions
for repayment “shall be such as not to burden commerce between the two coun-
tries, but to promote mutually advantageous economic relations between them
and the betterment of worldwide economic relations.” The article also speclally
mentioned ‘“‘agreed action” directed to the “elimination of all forms of dis-
criminatory treatment in international commerce, and to the reduction of tariffs
and other trade barriers.” The Soviet Unfon argued that article VII indicated
to them the prospect of improved economic relations, but that the United States,
in 1951, had terminated the most-favored-nation tariff treatment that the Soviet
goods had previously received under a 1937 commercial agreement. Thus, for
the Soviets, a resumption of most-favored-nation treatment became a condition
for a final lend-leage settlement. We argued that a lend-lease settlement was a
condition for even considering most-favored-nation treatment. i

The agreement of last October combined a settlement figure close to that which
had been requested by the United States previously, and comparable to that
reached with other World War II allies.

Senator Byrp, How do you justify that assertion when you just pointed out
that in your testimony of February 18, 1972, that the Soviet Union owed $2.0
billion?

Mr. WEINTRAUB, From the first inventory given we thought the Soviet Union
owed was $2.6 billion. When the discussion broke up in 1952 the figure that the
executive branch was then seeking to get as a result of give and take over the
interim years was $S00 million. -

Senator Byrp. The fact is, it gets back to the original figure of what we claimed
was owed to us, And under your own testimony as well as other facts and
figures that have been submitted, 1t is $2.6 billion. Thus, the settlement is no-
where near the amount really owed to us, it is about 30 cents on the dollar.

Mr. WEeINTBAUR, I will submit for the record, Mr, Chairman, a publication on
the lend-lease settlement of the Soviet Union which compares it with the leénd-

30—229——-74—qt. 113
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lease settlement of the United Kingdom. And the United Kingdom's was typical

- of some of the other lend:lease settlements—in order to give some indication of

what was received on the dollar in the lend-lease.

Senator Byrp, What I am suggesting is, and the point I think the record
ought to show, 1g that the U.S. Government contended that the Soviet Union
owed the United States $2.6 billion. And you have testified to that. So I do not
think that is a point at issues at all,

Mr. WeEINTRAUB. I am not quarrelling with that issue.

Senator Byrp. Will you proceed?

Mr. WrxNTeAUB, The agreement contained a provision making payment of
$674 million of the $722 million conditional upon re-extension of most-favored-
nation tariff treatment to Soviet goods. As you know, the administration has
requested congressional authorization to extend most-favored-nation treatment
to the Soviet Union as part of the Trade Reform Act of 1978. ‘

. T might note that the Soviet Unlon slready has paid $86 million of the $48
million payment which is unconditional under the agreement.

For the record, I am submitting an information sheet giving additional de-
tafls on the terms of the final settlement and a comparison of that agreement
with the lend-lease accord with the United Kingdom. And as I stated earlier,
for Iﬁte record, if agreeable, I will submit an information sheet giving additional
details on it.

Senator BYrp. It will be inserted in the record.

Mr, WEINTRAUB, I will be very brief on World War I debts.

Senator Bykp, Before we get into World War I debts, let me ask you a mo-
ment about this proposed agreement with the Soviet Union. They will pay at
least $722 million by July 1, the year 2001, Why would it say at least $722
million? Is that the fignre? Why do you use at least $722 million?

Mr. WEINTRAUB. The figure is because the Soviet Union has been allowed to
defer any annual payment up to four annual payments, if they find themselves in
difficulty in any given year during that period of time.

Senator Byrp. How much is she supposed to pay a vear under this agreement?

Mr. WeiNTRAUB. I am not sure how thelr payment schedule works, sir. In order
to he able-to conclude the $722 million by the rear 2001, I would have to make
that caleulation. I am not sure, sir.

Senator Byrp, What interest rate?

Mr. WeINTRAUB. The interest rate is 8 percent.

Senator Byrp. The interest rate is 8 percent?

Mr. WeinTrAUS, That i8 correct.

Senator Byrn. The information I have is that they would pay $12 million in
October 1972, $24 million in July of 1978, $12 million in July of 1975, and the
balance in equal installments of roughly $24 million. The interest rate would be
3 percent, and they would pay the $700 million over a period between now and
July 1, the year 2001.

Just one other question in that connection. The agreement that was made by
the State Department and the Soviet Union, will that agreement he submitted
to the Congress for consideration?

Mr. WEINTRAUB. I do not believe so, sir.

Senator Byro. Thank you.

Senator Byro. I thank my dear friend from Wyoming.

The CrairmaN, Senator Hansen.

Senator HANsEN. Mr. Chairman, first let me compliment you on
the initiative you have taken in calling these hearings and getting
some of the legislation that the Congress is considering back into the
proper committees. T think, as a member of the Interior Committee,
we were going to take over Finance and Commerce and several others,
and I agree with what you are doing here this morning.

Mr. Secretary, from time to.time, I have viewed with complete
approbation your position on wage and price controls and your urging
this country to return to a free economy insofar as the restrictions that
have been imposed through the Price Stabilization Act is concerned.
T understand further you have said so long as it is the law you will
do your best to try to make it worlk, but you believe in the long run
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we will be better served if the free play in the marketplace can work

“uninhibited and unfettered. Is this essentially an accurate statement {

Secretary Snurrz. Yes, sir.,
O1L Pricks AND AVAILABILITY

Senator Hansew. I note in your testimony you state and 1 quote:
Solutions to the energy problem can come about only through the development

" of new forms of international cooperation.

I recall in the last couple of weeks that Kuwait has been unable to
get many bids for oil which it has offered to sell at not less than $11.50
per barrel for crude. : ‘

It is my feeling, and I think it comes into focus this week because
of the announcuf intention of the President, to veto the ener bill,
that mafbe we ought to think more about what the forees in the
marketplace would do for our domestic supply here,

Would it be fair to say that given the incentive that presently exists
in the market, we may very well anticipate the earlier coming of a
viable oil shale operation than would have been the case, or that will
be the case if we roll the price back to five and a quarter a barrel ?

Secretary Stovrz., Yes; I certainly agree with that.

Senator Hansen. I am told by people who have been working out
in the Rocky Mountain area in Colorado, Wyoming, and Utah, that
if the price of crude could be up somewhere near where it is now,
which domestically is around $10 or perhaps a little bit more, that
thers would be every reason to think that the technology soon could
be developed that would within a few years, make a very substantial
contribution to our energy supplg. Do you share that view?

Secretary Suurrz. Yes, sir, I do. You hear all kinds of estimates
of the cost of bringing in substantial oil shale, for example, or other
alternative sources. Some are very low compared with current prices,
some are in the neighborhood of them, We tried to figure out w at we
thought was a long-term sup]]ﬂl))r price for oil in this country, that

a pe

is a price at which there woul enough supply to clear the market

~and from domestic sources only and we thought it was probably in

the neighborhood of $7. But it is a very difficult thing to estimate and
I would not put much reliability on anybody’s estimate. It seems to me
we are better off to let the market operate and let ]l)eople make their
own judgments about what they think they are willing to invest in.
That is the way our system has worked in the past and we have worked
through these kinds of problems. And it seems to me that is the way

“to do it now.

Senator Hansen. Well, critics of the industry have repeatedly been
?uick to point out that there are no lines of waiting motorists to be
ound anywhere in Europe, that only here in America can they be
found and that there are some who say the world is awash with oil
everywhere except in the United States, Ts it not true that in E‘urtzge
the price of oil and gasoline is substantially higher than it is in_the
United States. Would it be your feeling that the price mechanism,
working ag it does there, probably accounts for the fact that there
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are not motorists lined up and that the supply has cleared the market ¢
Would you comment on that?

Secretary Suvrrz. Well, where you have a commodity being sold at
some price and everybody who wants to get it at that price can get it,
then you have got a market clearing price, and so they have market
clearing prices in Europe. They are astronomical by our standards. Of

-course. they include a very large component of excise taxes, and the

Luropeans, because of these excise taxes. even in times of cheap oil
had high prices. mostly for gasoline. They thereby accustomed them-
selves and made the kind of adjustments that one makes when the price
of something is very high, particularly small cars, as an example, and
motoreycles and bicyeles and so forth. We have suddenly been hit
by this rapid change in price and the shift over of people’s reactions
to that high price to less energy consuming things such as small cars
causes us in a way more of a transition than it does them.

I beliove the only other country that is having real trouble with lines
and rationing and stuff like that is Italy. and they have some of the
samo efforts to control the price that they do.

Travk Derrcits Axp Risina Intvorren O Prices

Senator Haxsen. In yvour statement you assert that deficits arising
from the rising costs of oil imports should not call for action to redress
the trade balance. I am not sure I understand exactly what you mean
by that statement. How do you anticipate the Europeans and the Japa-
nese will react to their trade deficits caused by oil imports?

Secretary Suuvrrz. Well, the problem—TI hope that people will react
by not sort of overreacting and trying to cure that balance-of-payments
problem on the trade account because by definition it cannot be done.
That is, you have a situation in which a large flow of added foreign
exchange is going to countries that do not want to import to the extent
of their exports and so they will just accumulate a large balance, and
that means that the world as a whole cannot achieve a trade balance.
An individual country may, but if everybody tries to by competitive
practices, no one will succeed, and we will just undercut each other.
So try to keep the situation in place.

Now. what we are seeing in the exchange markets is a reflection of
the uncertainties created by this sudden large amount of money which
we know is not just going to stay there in those Arab countries because
that would be silly for them to just hold the money. They want to
put it out on interest and earn money on it, so it is going to flow back
into investments and the question is where is it going to flow? And
what those reflows, where they go, will have an impact on the bal-
ance of payments of various countries, And after we have seen the
situation settle down a little bit both in terms of where the money
flows and I believe in terms of the prices coming down and the prob-
lem changing itself, then other rearrangements can take place. But in
the zeantime, I believe it is important to hold the present arrange-
men g "

Senator Haxsen, My time is ug. Thank you, Mr, Secretary.

The Cramyrax. Senator Ribicoff,
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Usk oF ADMINISTRATION’S RETALIATORY AUTHORITY

Senator Risicorr, Sccretary Shultz, I was pleased to hear your
support for the amendment Senator Mondale and I have introduced
vogarding access to raw materials,

ow, assuming these amendinents had been law at the time that the
Arab oil embargo was announced, do you believe this authority to
rotalinte would have been used by this administration ¢

Secretary Suuvrrz, Well, I think that, fivst of all, we need, we would
envisage, 1 hope, two additional ingredients, One, is o sense of what
are proper rules for behavior for supplying nations, on the one hand,
und, on the other, international commitments to discipline those who
do not follow the rules, Then, any individual country is in a much
stronger position to act.

If we act to retaliate but our effort is futile, that is, it does not have
any impact, then it does not get us anywhere other than for us to feel
like we tried to do something, but it 1s frustratin%to try to do some-
thing and not succeed. You need to have a broader-based arrangement.

Rervsan or Counrtrirs To Anmpk BY TRADE AGREEMENTS

Senator Rmicorr. But that is the biggest problem we have right now.
You say that you are in a hurry to have this trade bill. Yet, we have
scen in the last few months complete disarray in the European com-
munity, Each nation has been out for itself. We have seen France act-
ing on'its own. We have seen the rest of the European community will-
ing to toss the Netherlands, one of its partners, overboard, When the
chips are down the nations of the world have indicated that.they will
look out for their own interests and not those of the international
community.

If this 18 the case, why do you need a trade bill now if the people
you trade with will not live up to their agreements when there is a
crunch, Why negotiate?

Secretary Snurrz. Well, I thought, recognizing what you have said
and the eternal power of selfishness in peo;;le’s motivations individu-
ally and as countrios, it seems to me you have to bank on that and
m'mnlgo your policies to a large degree for that. Granting all that, it
was, I think, quite impressive how most countries attending the energy
conference here in Washington, which the President called and the
Secretary of State managed, joined in calling for a more broad ranging
and multilateral nl%proach to the problem. France did not, but other
fmillx:itries did, and T think that that is a good point and something to
nild on.

And I think that, at the same time, we must remember that in many
ways it tnkes more courage for a country totally dependent on imports
for energy to speak up than it does for one like ourselves, which pro-
duces 85 percent of our energy right here at home, So while we are
discomfitted a great deal, we are not in a position of a country that
depends entirvely on imports. So I think progress is there,

Senator Risicorr. We are going to be faced with this same problem
with tin, copper, aluminum and many other materials.
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Secretary Suurrz. T hate to see £you state that as a fact. It may or
may not be. We have an important traumatic development in the oil
case. It remains to be seen ‘whether the actions taken bK the oil pro-
ducing countries are in their long run selfish, wealth-maximizing
interests, and I think that a case can be made that their actions are
not in theirown solfish interests. I think in the end we will have to see,
in order to go along with a multilateral arrangement of any kind
that is fundamentally in their individual interests in the long run, 1
hope that this point can be brought out more powerfully, and I think
it lies behind the development that Senator Hansen mentioned;
namely, the fact that these prices have been coming down in the last
month or so.

Senator Risicorr, Well, I think this is something that, you are going
to have to face in this committee and on the floor of the Senate without
question. What has happened so far is only a cloud on the horizon.

COMPARATIVE ADVANTAGE

Mr. Flanigan, in your statement you used phrases like fair trade,
open markets, comparative advantage, these sound like the old cliches

ou get in the economic textbooks, Could you tell me which American
Industry that has a high labor content do you believe has a compar-
ative advantage. )
_ Mr, FLANIGAN. Given our wage levels, Senator, I do not think
it is likely that our comparative advantages are liicoly to be for us
in those industries which havé a high labor content. But we do have a
comgaratwe advantage where either the Lord has blessed us with a
fruitful land as in agriculture or our high technology has given us an
olx:portumty to give our people jobs that have a higher wage rate than
their counterparts around the world. ,
. Senator Ribrcorr. That is rlifght. But that is not where the crunch
is going to come. As Senator Byrd started to say, a large number of
employces, happen to be in the industries with the low comparative
advantage and high labor content whether it is shoes or textiles or
other industries—and this is a main problem we are going to have to
be concerned with.

Far TrapE

Now, you also talked about fair trade. What are the Europeans
and Japanese doing at present that is unfair—and what do you intend
doing about it ?

Mr. Franigan. As the chairman said, all of us have certain in-
stances in which we fall from the path of virtue, and we can certainly
point, out to our trading partners, the Japanese or Europeans, where
they have fallen from the Path of virtue and, as I}‘vou know, we often
have. Thero are examples, there are instances in the agriculture trade
ﬁ(falil. we have discussed with them at great length over a long period
of time.

If the Congress gives us negotiating authority we intend to go to the
negotiating table with them and urge that they bring their feet back
to the path of virtue and no doubt they will urge the same on us, and
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within the context of overall reciprocity we think they and we will be
more virtuous as a result,

5 Risicorr. I think the reason there is skepticism in this com-
mittee is that over the years—I do not confine it just to this admin-
istration—we have found through individual experience that when it
came to trade negotiations we were always outpointed, and that our
own interests were abdicated. This is one of the problems that I think
we are going to have in this trade bill.

GENERALIZED PREFERENCES

Now, Mr. Flanigan, in your excellent international economic report
you list as appendix € of the text of the Tokyo Declaration, a declara-
tion signed by the U.S. Government. In it thero is stated :

The developed countries do not expect reciprocity for commitments made by
them In the negotiations to reduce or remove tariff and other barriers to the trade
-of developing countries,

Was there any consultation with the Congress before we locked
.ourselves into giving these countries trade benefits, and would we not
want some concessions from these countries { -

Mr. Franiean, Senator, that declaration was by us and the other
hundred nations in Tokyo. That sets a goal for the overall negotiations
in the GATT, and we did discuss with you and other members of this
committee and the Ways and Means Committee a year ago what our

- purposes were here, they included the proposals for generalized fref-

.erences, The purpose of this discussion now is to ask you for author-
ity to negotiate just those kinds of preferences, on a generalized basis
for developing countries.
-Y}TSem'etary noLrz Ambassador Eberle would like to add a word on
at.

Mr, Epenre, Two points here: First of all, a generalized preference
scheme is really what we are focusing on here because you will notice
it refers to the tariffs and we do eX{)ect them to have equal obligations
under the rules of trade but only allow them to increase their foreign
.exchange, and those provisions are subject to congressional review. .
:So I think there is the kind of cooperation that we, in forming the gen-
.eral approach, and then bring it back and try to work it out.

List or Istrorts From Liuss Dreverorep COUNTRIES

Senator Risicorr. Mr, Flanigan, would you provide the committee
wtih a list of what products and in what quantities and volume such
less developed countries as Brazil, Mexico, Singapore, Taiwan, and
Korea, sent to the United States last fear?

I think among other things you will find a lot of refrigerator and
automobile parts from Brazil, for example. ,

Mr. FraNieAN. I am surprised to hear there were a lot of automo«
biles from Brazil but I will, Senator, provide that list.

Senator Risicorr. My time is up.

[The information referred to follows:]

-
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U.8. imports of major commodlitics from Brazll, 1978

Commodity Millions

Imports from Brazil, totalo oo s ———— 81,188

Beef and veal, canned or otherwise prepaAred e v cccamceemmcmecemane- 89
i8N e .- e mmmem——————————————— - 80
Coffee, greeN. . cemeceaccnuconmcomananaaan cemeammaan e ama—— comeeas 808
Coffeo extracts and concentrates........ mesemmean cmeseasrmama———————— 45
0COA wevonnncnmannn R e mmemam e ——— ————— a4
HUBAY cacccnccmcaccnccrrcremm————- —————— [P, emee———— e —— - 06
Other food, bevernges, and BOB0CON oo oo oo oo emm———— N0
Wood, shaped or simply worked....ceo.. eemmaa . ———— O 27
Iron ores and concentrates. e cecccvarcanes e rwrmmcmen————— - 86
Other crude materialf. ..o ewemvaam—— wen——— —nea——- 84
Castor ofl...... e 0 e e 8 B e e ———— ———— 88
Organie chemieals. .o c e ccccc e cnc e e m— e ——— 17
Radios and TV 8et8. ccmc e ceccccccccccsncccccnnccnm e acan———— 16
Television apparatus, excopt recelving sets and cAMOrAS e acaacanaas 12
Other electrical APPATAtUA. o e vscrmc e mrr e cee e ———— 12
Antomotive parts and chassis. oo icam e crmemmmna—a am—— 5
Wood manufactures....ecececacnans emmnmnem———— e nsam——— ———— 12
Iron and steel.... —— emem e ————————— mmmnnme———— —————— 88
Clothing —qeamm——————————— - . 22
Toxtile#, Othereeeeecccmccmcancanan remmea———- cm————— mmmemmmesmm————— 27
Footwear .... R ——— - 88
Other MANULACtUreS. . crccncccncncnnannn Py - 82
Other imports 88

Rource: Prepared hy the l‘ntarnntlonal Trade Analysis Staff, International Fconomie

Polley and Research, Mar, 12,1
U8, imports of major commodities from Mewioo, 1078

l

Commodity Miltions

Imports from Mexico, total.... wen 32,287
Cnttle. live emmmnm—— ——— ——— mwea 103
Fish ... mmmmmcmamemennasa———— —rmmmema———— ———— 128
Beef and veal, fresh or frozen..ccecccceccccaa-- ammmammeee————————— - 52
Tomatoens, fresh or froZeN.cc.ceccaa- P, ——— 118
Other fruits, nuts, and vegetables ———— 144
Coffee ...- R 122
Sugar ———— 109
Other food, beverages, and tobacco..cav.-- e nea—m—————- ——————— ——— 84
Crude fertilizers and minerals.. .- ccouccrace. ————— R, 48
Sfiver ores, concentrates, and BCraP.ccucaacann mmmmmemm.m——————————— ———— 28
Other crude materfalfuccec e cc e ccccccnccca e et ———————— 53
Chemicals ..... ceemmemaann e aa—— ——————a— meeememesmmmaasmmam—a - 41
Office machines and pam R ———— - 57
Flectron tubes and partseceeccceccccccmmanea 101
Televison apparatus, except receiving sets and cAMeEroSace v ceewaan 124
Other electrienl APPATAtUS v ercccm e cccccccmnncaama——————— cmmmmn- 168
Pangenger cars and other motor vehicles.-_-..-- —— 18
Automotive parts and chassis - 28
Wood manufactures woeeeeceemceececocan ——— ———- - 31
Tron and steel-mill products..... ———— PR T, [SPpR— 24
Niver, UNWPOUBNE weccmccmcccccecnn ———————— fmmm—am——— cnmmmm—————— 122
COPDNEL cvcccccccncnrcncarccccanne e e —————— m———— cmmeenm— ———— 16
Clothing —— e mmme . ————— amm——. - —————— ——— N
Textiles, Other, ae e ccccccccccenncccncmaconnn——— e ———— ———m——— 58
Toys, games, and sporting goods .......................... e ————— 20
Other manufactures o ccccemcccacceccana- e —— cmcemsnnmennanens - 207
Other Imports ceveecoenn e ——— mmm——————— mmnmenen———————— 2
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U.S. imports of major commodities from Korea, 1978 _

Commodity Millions
Imports from Korea, totala.euean.. - 071
Food, beverages, and tobacco, - 28
Office machines...... —— 18
Radios and TV sets - - 88
Electron tubes and parts... P 85
Other electrical apparatus ——— - e 1
PlyWoOd cuceecccccencnmmcmmanannnenn 166
Iron and steel ——— ————— - 72
Clothing ... an 248
Textlles, Other e ccrecruncnonnmcncnanan - 20
Handbags cececence- 16
JOOLWEOAL cmmmcmcrncnccmcnmsaamcemm—eanam—————— - ——— 61
Toys, games, and sportmg goods. ——— ————— 19
Sound recorders 28
WIES cememccccncnmacncaann 61
Other manufactures 87
Other import§...... 18
U.8. tmports of major commoditics from Singapore, 1978
Commodity Milllons
Imports from Singapore, totalaemcaccacccacana $4069
Rubber weciecccecccicmrccncnaanana cmm—— ———— 28
Blectric power machinery and parti .. cccccccaccnacecccanen- JRpR——— ]
Electric appliances for making electric eircuits.... cm————— 18
Radios and IV getSeemeeecacmcncncaana - 31
Blectron tubes and PArtSa e cccccncncnccncnenccncancann e cnan—- 149
Television apparatus, except receiving sets and camerus ......... wm———— 17
Other electrical apparatUS e c e ceccaccnccneaa. ————m e — e~ ——— cmmamm—- 44
ClOtIMNE e cctcrccmcr e rcn s e n e mm e st e acn oo ————— 82
Other MANULACtULeY o o e e ccm e cccccnccn e ——- 48
Other imports..... c————— e mmmmm—eam——ta————— e emmemenememme————— 40
. U.8. tmports of major commodities from Tatwan, 1973
Commodity Milltone
Imports from Talwan, total.. «o e erccccc e 1,772
FUSH e ccccccccmcccccmamcccamammmceeeemeemeas e e a—- 26
Fruits, nuts. and vegetables oo ccrmcn e, ——— 40
Wire and cable, electrical o e caccnecaaa e ——————————— 20
Radio and TV sets.. . e emm e ————— e —————————— ——— 800
Blectron tubes and partSeceemeceeccruanccncnnana —a—— 02
Television apparatus, except receiving sets and camernf.ccucecnmeea ——— 67
Other electrical apparatusSa . v cococcaaa. - a0
Dleycles and pPAMtSa e ccmec e ccacamcaaa cm—— - 83
Plywood mememaemema—a————— —emmc—— 83
Other wood manufacturese-veacea. rmmmemmee—mem——————— m——— ——m——— 87
Iron and steel-mill ProductS. ae .o ccccccncccerrccnccacccacnca e —————— 10
.Household equipment of base metals. e cccncanccmcnncacncnnnenn - 20
Furniture ceeaaeaaa. e m e amesacAmsMeseeEAASLasmema—————————— - 24
Handbags woceee- —emman—. hmememescan - 28
Clothing eecemcmccccccccmmccmcccccccunna - a—— camm——— 308
Textiles, Otherecaccncemcnncnnaocanamaananan 25
FOOtWeAr wecaceecccnccnnmenncmacann- - - 148
Sound recorders ... eememm—eesmasaa e ——————— 48
Articles of PlaBtICa e cccacn e S (i)
Toys, games, and sporting goods.... ——— — - 72
Other manufactureS..caceccccceaaa - 171

Other imports e cmesmasmes meemeamm———— - 21
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U.S. IMPORTS OF REFRIGERATION AND AUTOMOTIVE EQUIPMENT FROM SELECTED COUNTRIES, VALUED UNOER
. $1,000,000 EACH IN 1973

f [in thousands of dollars}

Other
M{lfmton,
Domestic urrutlon utomotive
electric  equipment, unaad Passenger
Country tefrigerators and parts parts cars Trucks

urzl‘ ................................ 3’ ﬂ gé gk %”
fi N B B B S

: ml'(‘a.u over sx,oob,ooo Included In atteched oountry tabulations of major commodity imports,

~a

The CrAIRMAN, Senator Fannin,

Senator FANNIN, Thank you, Mr, Chairman, I certainly commend
ﬁ)u for having these hearings. Mr, Secretary, and Mr. Flanigan and

r Ambassador, I certainly agree we do need the right type of a trade
reform bill, Mr. Secretary, if you start with the sremise hat you are
right, and I certainly commend you for feeling that you are, we can
easily reach unanimity if we start with that premise, but I think we
are all prone to look at these matters and look at legislation from the
standpoint of our own experiences and personal observations.

JAPAN AND GATT

I have ﬁeople coming into my office and they are talking about
shortages, Newsprint is in short supply; we-are short of waste paper;
the Japanese are outbidding us, they say, and cotton the same; the
Japanese are outbidding us. Minerals and lumber are the same. Of
course, we know in the Middle East the companies were saying, the
Arab countries were saying, “If you do not bid our products, our
crude, the Japanese will,” and they are paying a good price for it.
Can we be spccific how will this affect our trading with Japan$

Secretary Saurrz. Well, this passage of this bill is essential to the
conduct of the GATT negotiations that have been referred to here.
Japan is a party to those negotiations, and in the process of working
through them reasonably well have mutual concessions of one kind or
another and they will help in our relationships there.

Now, I should emphasize that trade arrangements are not the whole
story, by any means, The operation of the monetary system plays an
important part as well in what turns out to be our balance of trade and
payments with any 1%iiven country and with the world as a whole,

Senator FANNIN, Mr, Secretary, a couple of years ago I happened to
have the priviloge of being with some of the Members of Congress when
we were talking with the Japanese in Tokyo. We had them all around
the table—the businessmen and officials and all—and we asked if they
were willing to cooperate in correcting some of the inequity in GATT
and they were insulted. They said, “We like it as it is.” And I think they
are emphatic in that condition and they will not change. Tf you have
different feelings, I would like to hear it,

Secretary Suovrrz, They were the host in the opening meeting taking
place in Tokyo and they scemed to be pleased with being in that posture
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and they signed that declaration. I think they have come to recognize
that the ext,raordinar]y surpluses that they were running up were caus-
ingl great difficulty elsewhere and would eventually cause them t
difficulty because people could not and would not sustain them. Fur-
thermore, I would like to believe that it is gradually dawning on people
everywhere, here, in Japan and everywhere, that exports in and of
themselves are not desirable. They are only desirable to give us the
means to pay for the imports that wo feel we want to have, There is

. nothing to be said for just exporting just for the sake of exporting and

when that sinks in, and I know that the world has over the centuries
gone through fluctuating %)inions about this, the Japanese themselves
may think that things could be better.

Senator Fann1n, Well, they do not scem to have reached that conclu-
sion with the tremendous exports now that we are tnkin% from their
country, and how they are certainl¥ limiting imports to their count
where it is labor oriented. But I would like to go on with this
because——
toSecretury Suuvrrz. There have been some changes, Thaere is a lot

o.
nator FANNIN, I realize some. ’

Secretary Suurrz. Ambassador Eberle spent half of his life the last
fow years over there ne otiatinq and has made some headway.

Senator FanNiN, I talked to him a great deal about that.

Now, with regard to your comments on countervailing duties because
this applies to Japan——- .

Secretary Snurrz, Could I make an additional observation? M.
Flanigan has pointed out to me that our exports to Japan in 1972 were

5 billion. In 1978, they were $8.4 billion, Imports from Japan were

9.1 billion in 1972, $9.7 billion in 1973, So our trade deficit, this is Iust
the trade account with Japan, declined from a $4.1 billion deflcit to a
$1.8 billion deficit. Quite a ot of change.

CouNTERVAILING DUuTy LaAw

Senator FANNIN. I realize most of the raw materials and non-labor-
oriented products and the labor-oriented products come this way ; the
non-labor-oriented products go the other way.

: But just to get to this question, in regard to your comments on the
ccountervailing duty law, it is my undertsanding that fyour department
interprets this statute in such a manner that relief for domestic pro-

ducers is practically nonexistent. Now, if we specifically say in the new

law that you do not have to enforce the law for 4 more years, how do we
grotgcb 8 d%mestic producer from an unfair trade practice for the next
or 6 years

Secretary Smrourz. I do not read the law that way. In fact, we con-
sider it our duty to enforce the law as wo see it in any case, The provi-
sion in the House permits the Secretary to forego countervailing if that
action would in and of itself materially disrupt the multinational nego-
tiations that we hoge will goon, .

Now, there may be instances where such a disruption might be threat-
ened, but that is not necessarily all the cases by any means.

. Senator FanN1N. I have great confidence in you, Mr. Secretary, but
given the mandatory nature of this provision, why should the Secre-
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tary of the Treasury be given discretion for a period of 4 years in
which to waive the imposition of countervailing duties in situations
where they would otherwse be required to be imposed ¢ Although refer-
ence is made to the impairment of multilateral trade negotiations, why
should any country which subsidizes, its exports have a right to take
offense at the imposition of countervailing duties when such subsidized
produets are imported into the United States?

I know you covered that previously but I really am concerned about
the trend that has existed in what is provided in this logislation.

Secretary Smuurz, Well, the reason for that provision, why the
J1ouse scemed to think it was a good idea, is the recognition that this
term export subsidy is a very tricky far-reaching potential term and
nobody has sat down internationally, let alone here, and tried to figure
out what exactly it is, and which, for example, our own practices might
e considered an export subsidy. Since we subsidize many products—
for instance, our agricultural community, many segments of it are
heavily subsidized by the Government, we have an Ex-Im Bank, and
there are many ways in which we subsidize things and others subsidize
things, and it is a big structure, now we ought to try to straighten
it out before we start giving up on that and just stand around swat-

‘ting each other, That is the reason for trying to do it this way.

Senator FanNiN. Mr. Secretary, we are subsidized for our benefit,
they are subsidized against our benefit. That is my contention, Here
wo are, they are subsidizing——

Seeretary Situnrz, I do not follow that, Senator,

Senator FanniN, We are subsidizinfg agricultural ]products that
they need very badly, and raw materials, things that they need very
badly, cotton ‘and all, but what are they doing but subsidizing and
costing us hundreds of thousands of jobs by their exports from their
country into our country of electronic equipment, of automobiles, 81,
percent tariff, If we could build a car and be competitive we cou
get it into their country perhaps when you get it all down with the
weights and horsepower maybe 35, 40, 50 percent tariff or non-
tariff barriers and so that is what I am talking about, and I just
think that it is wrong.

Lack orF Juprctan Review ror NEGATIVE DETERMINATIONS OF
ANTIDUMPING

But we will go on. Although specific provision is made for judicial
review of negative countervailing duty determinations, under this bill
no such provision is made for negative determinations of antidumping
by the Secretary of the Treasury. Under existing law judicial review
can only be had after the Secretary makes an afirmative finding of
bounty or grant and levies countervailing duties, this over 10 years
aro by a court which actually has no jurisdiction of customs.

Would it not be unreasonable to include in the bill a brief provision
for judicial review of negative antidumping determinations by the
Secretary of the Treasury ¢

Secretary Smiovrz. Well, I think we could turn the Treasury over
to the courts if you want to.

Senator Fannin. No,
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Secretary Snorrz. I do not know why we need a Secretary if tho
courts are goin% to review everything he does positively, negatively,
whether he gets in on time in the morning. .

Senator Fannin, Well, I said, I am going in the opposite direction
to what you are saying. I want to go, I am not trying

Mr. FranioaN. You said would it not be unreasonable ¢ )

Senator FANNIN, Would it not be unreasonable to include in the
bill & specific provision for judicial review of negative antidumping

- determinations by the Secretary of the Treasury ¢ :

Secretary Sirovrz. You are against court review ¢ )

Senator FANNIN, No; I am saying it should be dealt with on the
basis of beneficial circumstances, not just trying to place a barrier.

Secretary Suurtz, Yes; well, I thought you were in favor of it, but
{ou said not be unreasonable and Mr. Flanigan to think the reverse

hat is why I asked.

Senator FANNIN. I think you are twisting a statement that I do not
think I intended to make.

I have one for Mr. Flanigan.
Secretary Suurrz. Our experts think the courts have that authority

now, although we try not to let that be too widely known, [Laughter.
.Senator Fannin. T will go more specifically with you.

1

Prooness 1N TiE Area oF MONETARY REFORM

But, Mr. Flanigan, I agree with the statement in your testimony
that reform of the economic system must take place in all its related
fnrens—monetary, investment, and trade.

‘Could you tell us what progress, if any, is being made in the area of
monetary reform{

I£ I do not havetime for the answer——

Tho CrarmaN, Go ahead and answer it.

. Secretary Swourz I think it is my question. It would take a long
time but if you are ready to go on that I would be ready to tackle it.
. Senator FanniN. Could it be adjusted so I will not be guilty of tak-
mgtoo much overtime{

ecretary Smrovrz. Well, we have been at this process for a long time.
As you know, we had a system in place going back to World War 11,
which I believe it is fair to say gradually became out of date and ef-
forts were made in one way or another to patch it up by capital con-
trols programs, by various means of tying our exports and one thing
and another like that.

Many of our problems that seemed to be related to trade practices, I
believe, were really related to the fact that the exchange value of the
dollar got out of kilter because of the fixed position that it was in,
In any case, the situation came to the point by the middle of 1971,
where the claims on our reserves were so large in relation to the
reserves that when people started to want to cash in there was ob-
viously no way for us to sustain that, and tho President then closed
the gold window. And that was a very constructive step to take, and
it opened up a process which has moved us toward a very different
kind of monetary system.

" Now, we had a long period in which the administration was heavily
criticized because we spent, Secretary Connally spent, his time, telling
people that the old si uation was over, whether it was monetary or
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trade or what. And the people around the world had to take a new
look, and the United States was not going to be the patsy that it had
been, And there was not much Eoint in trying to do something con-
structive until that message sank in. And I think it did sink in, And
we have since then tried to play a very constructive role in putting
forward ideas about a monetary reform system, At the same time,
as neﬁotiations were going on in this committes of 20 that was es-
tablished by the International Monetary Fund, we have also had an
emerqmg reality, which we have paid at least as much attention to,
and that emerging reality is now to all intents and purposes, a system
of floating exchange rates with a uniformly understood pattern of
ad hooc intervention in order to maintain orderly markets.

Now, we think that by the time next July rolls around we will have
established more explicitly rules for flonting, rules for behavior when
you are employing, a better description of the adjustment process,
alining TMFE so that it will be better able to take this emerging sys-
tem from the reality and from the negotiations and turn it into genuine
long-term monetary reform. But, in the meantime, we have o new and
more flexible system that I think has been serving us and the world
woll, Our eyrrency is valued more npgxmprintely than it was before.
And I'think that in response to some of these questions about our com-
parative advantago that we have this morning—our comparative ad-
vantage has changed drastically in some industries as many will tell
you as a result of the exchange rate rem'mn;iements, and our balance
of trade has changed drastically as a result of the exchange rate
rearrangements. , .

Tt is also true that, in my opinion anyway, that this flexible sys-
tem has served us well in this massive set of energy developments. Here
we had an event that took place in a very short space of time that
caused tremendous rearrangements, the flows of money and trade, and
the one crisis you did not read about was the crisis in the monetary sys-
tem. The monetary system has accommodated all of this. Exchange
rate relationships changed a lot in response to what people thought
was an emerging reality, but the system accommodated itself and
we did not have these big crises of people being shut down and the
central banks closing and so forth, that we had in the past. So I think
this notion of greater flexibility, not that what we have is a final satis-
factory solution by any means, but it is an improvement. :

Now that is a short answer to a question that is really a very bi
cs\lxestion, but I think a very important one for your consideration o
this trade bill because you must see monetary, trade, and for that mat-
ter, aid and investment, and military flows, all of these things are what.
move together to make up our balance of payments. They are all re-
lated to each other.

Senator FaNNIN, Thank you, Mr. Secretary.

The CrrarMAN, Senator Curtis.

ArrLeaenp Foop Crisis

Senator Curtis. Mr. Chairman, thank you,

Tn yonr statement you referred to the recent oil and food crisis.
With reference to oil, you are referring to the shortages, the lines at
the filling stations, the shortages of {)roducts made from oil, such as
fertilizer, the necessity for having stations close on Sundays, closed
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certain other hours, the reduction of the speed limit of trucks, which
has reduced their capacity to haul goods by about 30 percent, but I am
puzzled about the statement on the food crisis,

Has the Government had to ask food markets to close because they
could not take care of demands of consumers? Have there been lines?
Havi th(?re been shortages of nutritious food of high quality in this
country

Mr. FraN1aaN. Senator, as you know, perhaps, there have been short-
ages of certain kinds of foods—I think that can be read more in the
international context where there were some countries who were im-
porters both of oil and foodstuffs. Particularly in develoPin .coun-
tries the increase in prices has been for some of them a crisis, But cer-
tainly there has been a significant difference in the two developments
so far as the United States is concerned.

Senator Curris, Well, reading that it says, “The United States with
its comparative advantages, has clearly much to gain by reliance on
the market in the trade area. Given the recent oil and food crises, our
trade neIgotiations take on greater importance.”

And I think.that we need to have the record very clear here in ref-
erence to the food situation, There has been no crisis, The American
housewife can go to the market and buy and get the widest selection of
foods that they have ever had,

Mr. FLAN1GAN, Some of your colleagues, Senator, would—

Senator Curris. And there has been no threat or demand for ration-
ing or for steps comparable to turning the thermostat down to an un-

" comfortable level,

Mr. FraNiaaN., Some of your colleagues, Senator, would express
orisis concern about prices, although I think the operative thought in
that passage is the need to keep trading relations open even though
some people have pressed for some limitations of exports of foodstuffs.
‘We believe that would not be in the best interests of the United States.

Senator Curtis. Now, the thing currently talked about is an embargo
on wheat.

Mr. Franiaan. Not by us, as you know, Senator.

Senator Curtis, Beg pardon?

Mr. Fran1eaN, Not talked about by us, as you know.

Senator Curtis. But by people in this country.

Mr, Franican, That is right.

Senator Curtis. Now, as a matter of fact, the Secretary of Agricul-
ture has pointed out that there is 7 cents worth of wheat in a loaf of
bread. Bread sells for 45, 47 cents, and the implied demand is that the
Government ought to do something about it. I am sure that none of
these people agitating anything in this regard is willing to lower any
of the costs on any of the other products or any of the factors that go
into the cost of bread. ‘

Some of the processors of wheat in this country join in the demand
for embar%oes or Government storage and so on. They are unmindful
of the fact that we do not supply all of our foreign customers and
then they get what is left. They can go in and buy in advance, They are
used to an economy where the Ifederal Government was the ware-
houseman and the investor in the inventory to assure them the ability
to buy agricultural products at a low price, and that has been the situ-
ation for 80 years.
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I think that then on page 2 there is a further reference to the
dramatic price increase In agricultural products,. Would you elab-
orate on that a little bit, what you were referring to there,

Mr, FrLaNIGAN. Yes, sir, ) .

Secretary Snurtz, Mr. Chairman, could I interject a light note?

Senator CurT1s. My notes are not heavy. ELaughter.]

Secretary Sniorrz, Don Rumsfeld, when he was Director of the Cost
of Living Council, we had & month along in there when the price of
food did not'%:) u£ very much and he went back and he explained it all
to his wife, what had happened, the statistics, and she said to him—he
told this story in public—she said, “Don, do me a favor, will yout”
Hoe said, “What is that ?” She said, “Never say that in puiolic, nobody
will believe you.,” And I think most of the ladies think food prices
have gone up quite a little, is my impression.

Senator Curmis, This does not say anything about food, this says
agricultural prices. You see, farmers do not sell beef, farmers sell
cattle, and the average feeder in my State, the last 6 or ;1 months, has
taken a loss of about $150 to $200 per head in his feeding opera-
tions, A local banker called me last week and mentioned one farmer
who had to—to say his losses in cattle feed—is going to have to sell
considerable land. :

do not blame the executive agencies for this, I think we have a
political custom in this country to demagogue about food prices. I do
not know how we can expect an economy to exist where wages go up
taxes go up, the price of automobiles goes up, the price, the leve
moves forward, but it remains static for food. Percentagewise this
country pays less of their earned income for food than any other
country in the world. ,

I realize that what I am saying here is not a direct question to be
answered but I would not feel that I would be justified in, at the
opening of these trade discussions here, to make a point of these
things, We have the first decent agricultural prices in probably 50

ears in this country in spite of the fact that the cattle situation, and
1t was largely, the cattle dislocation was largely, caused by the price
ceiling placed on it. When the ceiling was on beef, choice steers were
selling for about $57 a hundred, They took the ceiling off and they
dropped down to about $37, which is where they took their tremendous
loss, It did not serve the consumer, it did not serve anybody else.

Mr. Franiean. Well, Senator, without debating the quality of the
current prices of food, but just in the interests of defending my state-
ment, having soybeans go from $2.50 to $7, and wheat from $1.50 to $6,
and corn going up substantially also, that is just a dramatic price rise,
Whether the beginning price or the end price is the right one is irrele-
vant. The fact is it is o dramatic increase in price.

Senator Corris, What I want to know is, is that bad?

Mr, Franiaan, That is an entirely different subject and I think if
you read the rest of my statement I paid considerable deference to
the market and I think that the market should act as well in the agri-
cultural field.

Senator Curtis, Very well. That is what we want. We do not want
any embaro on wheat. We think the embargo on soybeans was o mis-
take. We know that the ceiling price on beef was disastrous, it was
disastrous. It caused dislocations that we have not recovered from since,
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But I think you would agree that from the standpoint of scarcities and
waiting lines and inability to get what you want, there has been no
food crisis, is that not right, from that standpoint

. Mr. FranieaN, From that standpoint there have been no waiting
lines at the food counters. ‘

, Sehator Curtis, I also was quite impressed by the reference of sub-
sidies to agricultural exports. 1 suppose there are a few 480 sales made
now large f to the underdeveloped countries, but as much as 18 months

ture was taking about 4 percent of the Federal budget. In
the upcoming fiscal year it is going to be less than 1 percent and that
includes a great many consumer services such ag inspection and matters
of that kind. ) :
DrrFinrrion o Raw MATERIAL

Could I ask one short question, you can put the answer in the record
if you want to. Mr. Flanigan, in your statement you referred to the
worlds raw materials. You do not need to enumerate them all but
what is your definition of a raw material

Mr. Franigan. My copy is not your copy. Would you read the

sentence for me, would you . )
Senator Curris. Do you regard farm commodities as raw materials

or are you referring to the minerals, the oil

Mr. Fran1aaN, Is this in reference to limitations on exports?

Senator Cyrtia, Tt says:

In consldering legislation directing the President to seek an international
agreement assuring enquitable access to the world's raw materialg——-

Mr, FLanigaN, In that context, I do consider commodities to be a
world’s raw materials, You do not need to enumerate them all but
minerals, et cetera,

Senator Curris, All right, Thank you very much,

The CuamryaN, Senator Bennett.

Neep ror Trane Lroisuation Now

Senator BexNert. Thank you, Mr, Chairman, .

I would like to go back to the basic problem that underlies this
whole legislation, We have heard discussions today indicating that
this is not the time for trade legislation. I am going to make a little
speech and then ask if you agree with me,

To me this sounds like the old story of the man who would not fix the
roof because when it was raining he could not fix it and when the

" weather was good he did not need a roof.

Do we need, regardless of the conditions under which we negotiate
or legis%ate, do we need a change in the basic international trading
pattern )

Secretary Snurrz, Yes, sir. . .

Senator BenNErT. And would it be beneficial if we got it now?

Secretary Suortz, Yes, sir,

Senator BennerT. All right,
Are your problems multiplied by the oil and the wheat and all the

rest of them but are those contingencies so great that we should put
off trying to solve the underlying problem and wait for the sky to

clear again{
30-220—T4—pt. 1——14
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Secretary Suvrrz. Noj on the contrary, this is one route for which
we will help ourselves to solve the other problems,

Senator Ben~err. Is it fair to assume that those problems may be
temporary or short run but the question of rcorganizing and remodel-
ing the basic international trade relations and bringing them up to
date is long run and, therefore, more important.

Secretary Suurrz. I think that is a very shrewd observation,

Senator BenveTT. So if we persuade ourselves that beeause of some
of these shortrun problems we should not face the busic reforms and
changes in pattern that nre needed, will we be kidding ourselves?

Secretary Smveaz, I think so, I would say whether or not some of
these other problems turn out to be short run or whether it takes a long
time to solve them satisfactorily, we, novertheless, need this legislation,
and we need to attend to put the roof on our house. That is at least,
in my judgment, it is going to take us a long time to work our way
out of our present energy problems, and hecome. have the capacity fob
self-sufficiency in this country. But that, nevertheless, shouldn’t prevent
us from continuing to work on this trade problem.

Senator BexNETT. Assuming that the problems we face are in part
our inheritance from the Bretton Woods Agreement and the imme-
dinfe postwar period, and assuming that we have been more or less
gince_that time in a period of continuing change which has upset or
has changed the relationships that existed then. ean we be safe in say-
ing that the longer we wait the more difficult it will be to establish a
new and viable pattern based on our modern relationships, and that
by put?ting it off we are making the problem more diflicult rather than
easier

Seeretary Snrrrz, T think that isa fair statement,

Senator BENNETT. It seemns to me that that is important in this con-
text because wo can get lost in the question of whether, because of the
oil situation and because of the Yressures that that has put on some
of our trading partners we should ignore the long-term problems and
just sit here and wait to do what we have been doing for 30 years,
trying to put out fires from one year to the other.

Now it looks to me as though on the, in the international monetary
field we have tried to take a step which will set a new modern pattern
to replace the.old Bretton Woods pattern and haven’t we reached &
time when we should try to do that in the trading field ?

_Secretary Snorrz, I think so, and I think that is.-a widely shared
view around the world and accounts for the general good atmosphere
at the time of the Tokyo declaration and, as the preparatory work has
been getting underway in Geneva, I understand that that 1s basically
been going along well.

Senator Bennerr, Well, to put the question specifieally: Will our
trading partners approach this thing with a realization that it is more
important to them to deal with the long-range thing or will they be
unwilling to deal objectively with the long-range problems in order
to try to get some tempora advanta%e out of the present situation?

Secretary Suurrz. Well, I suppose that everybody will be trying to
look after his own interest, and will be looking?c')r whatever temporary
advantage can be gotten. But I hope that, through the process of dis-
cussion, we can identify in everybody’s mind why we need to take steps
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that are to the mutual advantage of all, and thereby agree to a set of
rules that do get us to that objective, )

Senator Bennerr. I will ask that question in greater detail of Mr.
Eberle when I am allowed a shotat him,

Secretary Suurrz. Help yourself, [Laughter.]

Senator BENNETT. I have to obey the chairman’s rules and set an
example for my other colleagues on thisside of the aisle.

NONTARIFF BARRIERS

There is, of course, as we all know, a variety of nontariff barriers
that we are involved with. Could you identify for the committee, not
necessarily now, but for the record, those nontariff barriers which you
think you can handle on the basis of the authority you now have and
those for which you must have additional legislative authority.

Secretary Snurrz. The way we are now situated it is very difficult
for us to participate in these negotiations at all because we have no
authority, so we are seeking authority that will allow us to get at these
matters, and we will submit a list of items for the record.

. But I think, I was quite impressed with, I think it is appendix C or
B in here, in your staff report just showing the growth of nontariff
barriers, and identifying the nature of them. Quite an educational
writeup.

Senator BENNETT. Could title I of this bill be used in such a way as to
eliminate congressional review with respect to the reduction or elimi-
nation of important U.S. nontariff barriers. Are there some that would
be subject to the congressional veto procedure and some that would
not be subject to congressional veto procedure? Maybe that is the dis-
tinction I would like to have.

Secretary Suurrz. Yes. The answer is “Yes” but, perhaps Ambassa-
dor Eberle can describe it. It depends on what the law underlying the
activity in the United States.

Senator BENNETT. Thank you. Can you identify the page ?

Mr. EBerre. In your blue book it happens to be page 18. But there
are two different approaches here. The first is if there is no domestic
law to be changed then the Executive could if they had under today’s
aut?ority as Executive, the President, could go ahead and negotiate

‘a .

However, the bill provides, and I want to correct my two comments
here, that we will consult with Congress on any of these to brin
back to you before we bring them in here even if we do not have to asEv
for a change of law, so we would expect we would bring these back
in any event.

Senator BENNETT. So with respect to any nontariff barrier problem*
you would expect to consult with Congress and inform us of your ac-
tivities even though you are not required by the law to go through
the veto procedure. 3 :

Mr. EBerLE. That is correct. .

Senator BENNETT. T have no further questions, Mr. Chairman,
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CoxpITIONAL Most-Favorep-NaTion TReEATMENT NEEDED

The Criamrman. I have been concerned about the kind of trade policy
this country has been pursuing whereby we do much for others and
request almost nothing in return: I have never understood that kind of
domestic or international politics. )

For 123 years we operated on the basis that most-favored-nation
treatment was not something we automatically gave away, If a country
was discriminating against us we didn’t give it the same kind of treat-
ment that we gave to people who were treating us fairly. Then some.
years back this Nation decided to pursue a policy where most-favored-
nation treatment would be unconditional. Let me give you an example.
At one point the Mexican Government proceeded to take over, to
nationalize, our oil investments, and we undertook to try to obtain
some compensation. At the very same time we were negotiating an
agreement with Venezuela to produce oil. Because most-favored-nation
treatment was unconditional we proceeded to give Mexico, which was
in the process of confiscating American investments, the same con-
sideration we gave Venezuela which was treating us in the way people
should in international affairs,

There is no incentive for people to treat this country fairly if they
are going to get the same benefit trading with you when they steal
from you, cheat you, discriminate against you, as they do if they treat
you fairly.

Why shouldn’t we return to a policy of conditional most-favored-
nation treatment—something that is conditioned on the other fellow
treating us the same way he would like us to treat him?

Secretary Snorrz. Well, I think we do ask for authority in this bill,
Mr. Chairman, to be able to retaliate on a discriminatory basis against
people whom we feel are not playing fair with us, But I do think
that the principle as a principle needs basic underpinning for the
kind of progress that has been made over a long period of years in
world trade arrangements and which has led to a great expansion
of trade to everybody’s mutual benefit.

CANADIAN AUTOMOBILE AGREEMENT

. The Crramrytan. Well, it sounds like we are not very far apart. I
inst hope when we make a deal with somebody which is supposed to
be to our mutual advantage but we don’t get out of it what we are
supposed to get out of it, we will do something about it. I helped to
lead the charge for the Canadian Automobile Agreement. The Cana-
dians just have not done their part. This is one of the big reasons why
we find ourselves with this very big deficit in our balance of payments
with Canada which has been made worse by the oil erisis. It seems to me
when we make o deal and the other fellow does not uphold his end
of the bargain, we shouldn’t let him have it both ways. We shouldn’t
let him have all the goodies without accepting the burden of what he
agreed to, T hone that we can work together to do something about this
and that you will help to bring it about.

Secretary Snurrz. Mr. Chairman, on those safeguards in the Ca-
nadian auto pact. that is something that I agree with you we should
be doing something about, and we are trying to. I think it is also
worth reporting that whereas last year, in 1972, T think we had a
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deficit in auto trade with Canada on the order of $99 million, this year
we have just totaled up the numbers and it comes to a surplus of
$360 million, So we are better off this ycar than we were last year in
that sense. o

The Cuamman. Well, I know that the Canadian auto agreement
is part of our overall deficit with them.

Secretary Strurrz. Yes, that is true. And then we also have, as they
point out to us, a big surplus on our capital account.

" ' Foretax O1in axp Ting ENrrey Crisis

* The Crairman, Well now, Mr, Secretary, I don’t quarrel with the
statement Senator Bennett made about the need of moving on in trade
legislation, but I don’t think we can ignore the tremendous problemns
in world trade that this energy crisis is foisting upon this country. I
wottld hope that we could learn from the mistakes that we have made.
Now I, for one, was making speeches as far back as 1959 saying that
“Just becwuse those people in the Near East could produce oil for 15
cents a barrel, didn’t mean they are going to sell it for that price.
1 warned that they were organizing OPEC, the Organization for the
Petroleum Exporting Countries, to make us pay ever{‘thing they could
make us pay and to give them the power to do just the kind of things
that they are doing now. ,
While you were Secretary of Treasury you have been moving toward
a free trade posture on oil and disposed of the mandatory oil import
‘quota system. I can recall when those countries would come up here,
all of them, trying to obtain quotas to bring their oil in to our
market. They were willing to make some very nice commitments to
anf'body who asked them at the time,
recall during our consideration of the Sugar Act, I suggested
wo put an amendment in there that if we give them the advantage
of -having a favored position in the American market they will com-
it themselves to provide us that sugar if it should prove that the
American market is selling at a price%elow the world market, which
is what it is doing right now. Under that provision people who had
the quotas would continue to sell us sugar even when the international
price was higher than our domestic price, that is even though they
could make more money somewhere else.
Secretary Suur1z. You know more about that than I do. The oil
quotas were the other way around. : -
The CrAIRMAN, It seems to me that if we had made it a condition
» tlmt Canada would have a favored position in the American market
if they agreed to deliver us oil in the event we needed it—we probably
could have obtained that commitment from Canada. Of course, once
you wait until thing are in short supply then it is too late.
—__ Secretary Suurrz. Well, we tried, Mr. Chairman, to work out an
‘T "agreement with Canada. I remember as early, in this administration
anyway, as early as 1969 we started trying to do that, so that well
preceded this current situation.
I do think that the oil import quota system while based on what
is & correct, in my judgment, view that we do have a stake in having
the capacity for self-sufficiency in this country, nevertheless could
“have been changed long ago. I think it has been changed to advantage,
from a quota type system to a tariff or fee, registration fee type sys-
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tem. And I think it will serve us better in the future to think about
it that way, because really what you come down to is price and you
have a better method of figuring out what price you are going to insert
between the world price and the American price by that method.

The CrairMaN. It would seem to me that we will solve this energy
crisis a lot quicker when we are able to gain some firm commitment
such as this. People have a way of keeping their word and living up
to the bargain if they know that we will favor them if they will favor
us when we need that fuel. In spite of the oil embargo we are gettin
about two-thirds of the imports we had been getting in the past. We
are also having a chance to see who it is who are not only shippin
us what they have been ship})ing us in the past but shipping more o1
at a time when we desperately need it. If we will do business in terms
of relying upon the people who have proved reliable, it seems to me
we will be a lot further down the roag and we won’t have nearly as
much gag: to close if we are only talking about, trymgoto close the
gap for 2 or 3 million barrels than if you are talking about trying to
cloge the gap for 6 million barrels. Doesn’t that make sense?

Secretary Smorrz. You are right. o

The Cramman. It seoms to me that when we are thinking in terms -
of about how we go about solving this thing one of the things we should
take into account in an emergency supply system. They can produce oil
in some of these foreign countries at far less than we can in the United
States on the same capital investment. We ou§‘ht to have arrangements
whereby those people agree that if the Near East cuts us off they have
standby capacity to ship us more. Right now the way it is working out
is that they shift the o1l around. According to Time magazine, out of
about 1.4 million barrel world shortfall we are having to share 1.1
million barrels in this country. Is it the oil companies that are to
blame for that, Mr. Secretary, or is it the administration’s program or
is it the Congress? Just who is responsible for the loss of & million
barrels a day ¢

Secretary Snurtz. The Congress. [Laughter.]

Senator HaNsEN. It is the right answer.

Secretary SHuLTz. You laughed but I am serious.

The Cuamrman. Is it the mandatory allocation law that did it? If
80, I'want to help amend Mr. Jackson’s law, If it is the oil companies
then T want to take that into account when that House bill on this
excess profits gets in over here. If it is you I want to do something about
trying to make you do what you ought to be doing, But will you
explain to me why we are losing about a million barrels a day that
onght to be coming in here? Do you agree we ought to be getting
about a million barrels of imports more than we are getting right now?

Secretary Suurrz. There are plenty of Kroblems, and so there is
plenty of b’lame.and no doubt all the narties that vou mentioned deserve
some, But I think the evidence is, in my opinion, and what T say T
know is just what I think, and probably everybody in the room has a
different opinion, but it seems to me the evidence is that despite the
embargo we continued to get a lot of oil after the embargo was placed
on, which we call leakage and which was very substantial. And then
allofa sudden it declined dramatically, our imports.

Now the timing of that decline more or less coincided with the
coming into being of the mandatory allocation program which I take
it is what you are referring to as Senator Jackson’s bill,
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Now, that allocation—

The Cuamrman. If it wasn’t Senator Jackson's bill, who was it?
If it were my bill I would just say it is Senator Long’s bill and I
would try to correct it provided I agreed with you, but go right ahead.

Secretary SuuLre. %ell I think that there have been some very
constructive things accompiished through the allocation program, and
I think, on the whole, the strategy that we had of protecting jobs,
seeing to it that industry got the feed stocks needed has worked out.
In knowing the problems we have we shouldn’t overlook the problem
that we don’t have and which we managed to solve.

But the allocation system at the level of crude, which Bill Simon
at the time it was being considered pleaded that it not be put in
there, that is the result of saying to a potential importer of crude
that “If you imgort this barrel of oil, which is going to be at the
very high end of the total structure of prices since we control our
old oil at 514 and then you have prices in between, the imported oil
is going to be at a high price. It says to the importer, “OK, you import
that oil, you are importing it at the high end of this thing. Now as
soon as you get it, then it is subject to allocation and if you have as a
result of your action more than your share then you are going to
have to send it to somebody else so that they have an equal propor-
tion of the total crude available. But you send it to them not at the
price you paid for it,” and of course if you just did that it is hard
to see why you would import it to begin with, “but rather you send
it to them at a price that is more like the weighted average price
of all the oil you happen to have.” So you import oil in effect for
one price and then you allocate it to somebody else at a lower price.

Now that creates a situation in which you automatically lose money
for every barrel of oil you import. But even worse since there are
competitive problems in the industry you not only have to do that
for yourself but you have to hand this oil over to a competitor who
didn’t bother to be an importer but just waited there because of the
allocation scheme for you to import to hand to him to make you hand
him the lower priced oil. And the effect of that is to say to people that
the Government is going to set up a system under which it is not in
your self-interest to import oil.

Now, you can pound on people and tell them they are scoundrels,
not to operate against their self-interest, and that is what we tend
to do these days. We are going to pass a law telling everybody that
they are %omg to have to act against their self-interest, and I am

here to tell you it isn’t going to work very well.

The CuammaN. If a man on the market goes out and pays $10
which T assume he has to pay if he is going to meet the going world
market price—today it is probably more than that—but assuming he
can buy oil for $10 a barrel and bring it in here and assuming that
he has some domestic production, he has to share these imports with
his competitor but he has to sell it to him for $6 a barrel, Is that
about the size of it ?

Secretary SHULTZ. Whatever the weighted average of it turns out
to be, that is about the size of it.

The CuamrmaN. So he is losing $4 a barrel; he is being made to
sell to his competitor.
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irSle:cretﬁau'y Suurrz. Right, and his competitor is being made better
0 that.

Th{; CHARMAN. And meanwhile the competitor says, “Why should
I buy oil on the world market for $10, when I can buy it from Exxon
or Shell or Gulf for $6.”

Secretary Smorrz. “I can get the Federal Government to force
them to sell it to me for those prices so why should I %o and import it
at the higher prices.” It is not a peculiar thing for anybody to
think under the circumstances——-

The Cramman. Can’t we find some way to correct that thing? Does
it require a change of a law to correct it?

Secretary Suurrz. It would be desirable fo change the law. We
have tried to figure out—since it can’t be that the Congress really
intended this to happen—that there must be some way to work it
through, and Bill Simon believes that he has worked out and is put-
ting into effect & way to get around this. But I think that when you
sce a set of figures going along about the volume of imports and then
all of a sudden it cracks down you can’t help but ask yourself what is
associated in time with that event, and it turns out, I believe, that—
well, it is oversimplification but the allocation system seems to be the
thing that kindled and produced this problem. -

The CuaRMAN. It seems to me we had enough problems before the
Government started lousing the thing up. [Laughter.]
thAnd if it is the Congress we ought to do what we can to correct

at. -

Those are all the questions I have at this time, if other Senators
want to ask any questions. ‘

Well, thank you very much, Mr. Secretary and Mr. Flanigan; we
will expect Mr, Eberle back tomorrow to go into details.

[Whereupon, at 12:50 p.m., the committee was adjourned, to recon-
vene Tuesday, March 5, 1974, at 10 a.m.]



o

THE TRADE REFORM ACT OF 1973

TUESDAY, MARCH 5, 1074

U.S. SENATE,
CoMMITTEE ON FINANCE,
Washington, D.C.
The committee met, gursuant to recess, at 10:06 a.m., in room 2221,
Dirl&ezn Senate Office Building, Senator Russell B, Long (chairman)
residing. _
P Presergs: Senators Long, Talmadge, Hartke, Fulbright, Ribicoff,
Byrd, Jr., of Virginia, Gravel, Bentsen, Bennett, Curtis, Fannin,
ansen, Packwood, and Roth,
The Cra1RMAN. This hearing will come to order. )
The doorkeeper is instructed to permit as many additional persons
!11)8 the room can accommodate to come in on a standing room only
asis. ,
This morning we are pleased to have Ambassador William D.
Eberle, Special Representative for Trade Negotiations. Ambassador
Eberle, we are pleased to welcome you back. Following your state-
ment we will have a few questions for you.

STATEMENT OF AMBASSADOR WILLIAM D, EBERLE, SPECIAL REP-
RESENTATIVE FOR TRADE NEGOTIATIONS, EXECUTIVE OFFICE
OF THE PRESIDENT, ACCOMPANIED BY AMBASSADOR HARALD
MALMGREN, DEPUTY SPECIAL REPRESENTATIVE, AND JOHN H.
JACKSON, GENERAL COUNSEL AND ACTING DEPUTY SPECIAL
REPRESENTATIVE

Mr. Eserrr. Thank you, Mr. Chairman. I was very impressed yes-
terday with the concerns of this committee over changes in the world
economy with particular emphasis on the need for access to supply
and over allegations of the United States having being out-negotiated
in the past. T think the most important thing that I can say today
is that the legislation we are proposing goes to those concerns.

. Nerp ror Rrsuarina Wortp EcoNomy

The need for improving and reshaping the world economy has
been evident for some time. The rapidity of change in world supply
and demand circumstances for some key products has recently dram-
atized the need for change. But the growth of world economic inter-
dependence was alrendy well underwav long before the energy crisis
broke upon us, and long before problems of tight supply emerged
in such variegated products as wheat and serap metal.

(211)



%

212

It was evident to this administration in the period from 1969
through the summer of 1971 that drastic action was required to dis-
lodge some of the fixed attitudes and practices of the governments
of the world. We believed then the time had come to start a major
overhaul of the global economic system, in all of its aspects. Beginnin
with the international economic measures taken on August 16, 1971,
we did develop a new process of discussion internationally, while
restructuring our own competitive position ‘and our relations with
our major trade and [ﬁxyments partners. ]

Since then, much has been accomplished. On the monetary front,
exchange rates, including the relative U.S. position among them, are
now adapting to changing world market circumstances, and no longer
standing ri%xdlly against the forces of histm%y. New regularized pro-
cedures in the IMF are 'bein% established to facilitate coordination of
economic policies and especially harmonization of balance-of-payments
adjustments, )

n the trade field this administration has been hard at work with
our trading partners to deal with troublesome problems,

I know how strongly the Senate Finance Committee feels about
trade problems, especially where the actions of other nations have
been inconsistent with their international obligations and with ac-
ceptable concepts of reasonableness and equity. Let me review for
you the progress we have made in the last 2 years in solving some
of the residual problems of the past, and in moderating or preventing
new problems from damaging our trade interests.

ELiMINATION OF RESTRICTIONS ON UNITED STATES

Some of the restrictions which we have successfully eliminated
are the most longstanding barriers against us, such as French,
British, and Japanese restr:stions existing in some cases for almost
three decades. We have also succeeded in eliminating new restrictions
as they have come into effect, such as the European Co'mmunitﬁ
compensatory taxes on many agricultural products. Negotiations wit
Japan also have resulted in virtual elimination of that country’s unfair
incentives for exports. These efforts on our part have demonstrated
that the GATT can work if intense efforts are made and good political
will is demonstrated among our trading partners.

I can say as the man on the frontlines that these negotiations have
not been easy and we have not had all the tools necessary to deal with
them, but some of the positive results we have been able to achieve so
far have included in the case of France that the United States was
able to negotiate, in March and April of 1973, agreements that finally
would eliminate the remaining quotas on all but one product. That
product is still under discussion. Quotas to be eliminated under the
agreement with France affected dried and dehydrated vegetables, .
canned tomatoes, tomato juice, and canned fruit, except canned pine-
apple, that is, canned peaches, fruit cocktail, and other canned fruit.

n the case of Great Britain, we recently concluded arduous nego-
tiations on restrictions which were designed to favor Caribbean coun-
try exports to the United Kingdom and limiting those of the United
States. These negotiations involved extensive consultations by our
Government with Caribbean countries, in an effort to avoid actions
which might damage their export opportunities. The result has been
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that quotas will soon be eliminated on exports to Great Britain of
fresh grapefruit, single-strength orange and grapefruit juices, rum,
cigars, and frozen or canned graﬁefruit segments. '

ear the end of 1972, the uroz»ean Community, as a result of
exchange rate changes, authorized the imposition of new compensa-
tory taxes on agricultural products to assist the operations of the
European Community’s Common Agricultural Policy. The action
affected some $40 million of U.S. exports. Vigorous efforts by the
U.S. Government, both bilaterally and in the GATT, resulted in
termination-of this barrier to our trade on at least 97 percent of the

" products which were affected.

In the last 2 or 8 years negotiations with Japan have been intensi-
fied. The result has been major quota and license liberalization by
Japan, In early 1969, 119 products of the BTN cate]gor were under
restrictions. Since that time most have been liberalized, leaving 82
items under restriction as of July 1973. However, among the most
important items remaining under quota restrictions, we now have an
agreement that digital computers and parts will be fully liberalized in
1975 and integrated circuits by 1974.” Among the agricultural items
remaining under quota restrictions, most of the quotas have been
increased substantially in recent years. Japan has also eliminated
other import restrictions, reduced tariffs, and has virtually eliminated
its export incentives, These actions, and others, by the end of 1973
made a major contribution to the reduction of the imbalance of trade
from levels of over $4 billion to about $1.5 billion,

We believe this administration’s record in pursuit of our legitimate
trade interests is outstanding, and proves that when we do follow
sound policy through vigorous negotiations we can create new and

. better opportunities for American business, farms, and workers.

Exrroyment or EEC

At the moment, as you know, we are intensively engaged in negotia-
tions with the European Community concerning the changes in tariffs
and nontariff measures resulting from the enlargement of the
Buropean Community to include the United Kingdom, Ireland, and
Denmark. The entry of these three countries into the European Com-
munity resulted in changes in their tariffs and nontariff measures to
bring them into line with the European Community. For the United
States there have been both pluses and minuses involved—some British, -
Irish, and Danish tariffs have come down, while others have risen.
Taking all of this into account, however, we believe that adjustments
have to be made in our favor to achieve a reasonable settlement. We
have been negotiating with a view to obtaining significant trade con-
cegsions on selected items of particular value to the United States
which might grovide a more adequate counterbalance to the adjust-
ments which the European Community has already made. These trade
talks between the United States and the European Community have
not been easy. Both sides have good arguments to put forward, and the
GATT in this case only prescribes that a negotiated solution is needed.
The talks have been going on for a year and a half already. However,
atthis particular moment the issue is under the most intense discussion

~ within the European Community, and between the European Com-

munity and the United States, and I am not able to predict the out-
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come here, but I am sure we are going to find some solution in the
coming weeks,

But these kinds of efforts to deal with some of these residual prob-
lems of the past and with particular new problems, are not enough.
We are now convinced that the problems of the future will grow in
number and size unless we take major international steps to develop
an improved trading system and lay the basis for further expansion
of world trade,

Bt Provipes Morre NEGOTIATING A UTHORITY

I might add here that the trade bill which you are considering has
two important aspects, The first is to give authority to deal and
negotiate not only in the GATT but in any forum. But equally im-
portant it is to give the tools to your negotiator to deal with these
problems in the event the negotiations are not as successful as we
would hope, and during the time the negotiations go on. This combina-
tion is totally interrelated and we must have them if we are to do the
job that I think this committee wants done.

In the past as this committee well knows there have been only
minor efforts made to deal with nontariff barriers, export aids, agricul-
tural measures which affect trade, and the general rules of the trad-
.ing game. The problem which remain after several past negotiations
are obviously the toughest problems. They are the ones past negotia-
tions could not resolve. We now propose to deal with them. In fact,
we believe it is crucial to get at these difficult issues now to prevent
growth in their number and effects in the next 8w years. In pursning
solutions to these complex problems new techniques will be needed
to insure improvement in the conditions of doing business in world
markets,

The problems of managing international economic adjustment, espe-
cially in view of recent supF]y and price problems and their monetary
effects, will not be adequately dealt with by exchange rate adjustments
alone, The temptation to other governments to intervene with specific
trade measures to take care of this or that section will be great. We
must set up a better mechanism for dealing with these problems as
they arise, before crises are generated. In that regard it is interesting
to note that in the most recent Business Week is the suggestion that
 had we had a GATT to apply to oil problems in advance many of
these problems might not have occurred,

Then, too, we have to face the problems generated by abrupt or
severe adjustments in the level of supply in relation to world market
demand. This is not only a question of energy, although that has been
foremost in the public mind. As we have seen over the last year, world
demand changes combined with inflationary problems at home have
put extreme pressure on supplies of some commodities and raw mate-
rials, both agricultural and industrial. Such problems can be expected
to arise from time to time in an economically interdependent world
characterized by rapid changes. Tt is part of the price of economic
success that we must constantly alter onr own circumstances and adapt
to new opportunities. The energy adjustment, in other words, has
simplv accelerated the forces of change that we were already facing
anyway.
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We could fight these difficulties with unilateral measures to insulate
our economy, but if everyone does this at the same time the collective
effect will be severe damage to all of the free world cconomies. The
problems cry out for negotiated, common solutions today.

To deal with these old and new trade problems we need new tech-
niques of negotiation and new powers to manage our own national eco-
nomic position better in relation to our national interests. This has
been recognized by Senators Mondale and Ribicoff, of this committee,
in their cosponsored, jiroposed amendments to the Trade Reform Act
. ply problems. In this regard, I note that Senator

* Chiles has proposed an amendment to the Export Administration Act
which bears a resemblance to these same proposals. We believe that
these ideas are conceptually sound and we join in the spirit of the pro-
posals made—although in the course of the hearings and in our work
with the committes on the bill we will have some detailed changes
to sugfest to improve the effectiveness of the amendments in the direc-
tion of the objectives raised by Senators Mondale, Ribicoff and Chiles.

In the same spirit we have in the executive branch made a number
of Suggestions for future authorities we believe we need to meet the
problems of tomorrow. Many of these are embodied in the version of
the Trade Reform Act as it has emerged from the House. We will,
however, have some modifications to suggest for your consideration

New TecnunNiQues oF NEGOTIATION SEEN NEEDED

We believe, for example, that new techniques of negotiation are
needed, and that one o these ought to be negotiation within key
sectors. We need to insure that the overall problems of certain key
industries and agricultural sectors be covered in an integral manner
relating tariffs, nontariff barriers, Government policies, future world
supply, and pace of adjustment considerations. But on the other hand,
we cannot conceivably do this for every sector of our economy, nor
should we. So while we believe the sector approach may be desirable
in some cases, there must be flexibility in the choice of sectors and
in the methods used in each, This can best be resolved in consultations
between industry, agriculture, and the Conﬁress, and we would like
to see more leeway written into the bill to achieve that end. Similarly,
if we are to be effective in negotiating with our trading partners,
we will need maximum leverage and a high degree of flexibility in
applying that leverage. The countervailing duty statute, and regula-
tions under it, have at least recently proven a sound remedy for many
unfair practices. But that law, written in 1897, does not give us nego-
tiating leverage, because the use of it is nonnegotiable. We need some
degree of discretion in the application of the law if we are to find
real, effective long-term solutions in changes of practice by other
nations, We hope some further chanfges in the bill before you can he
made, to improve our management of this grea at home, while giving
us more bargaining flexibility abroad. )

These new techniques of negotiations I eall for are necessary, but
not enough. We also believe there is need for new techniques of con-
. sultation and new channels of information at home. We believe, above

all else, that there-must be a better and more intimate working arrange-
ment with the Congress than has existed in the past in matters of
trade, and especially in trade negotiations. We have noted in the chair-
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man’s, Senator Long’s proposal for a more effective liaison and we
welcome the opportunity, because fundamentally it is the Congress’
constitutional power to regulate commerce with foreign nations,

Crose CooreEraTION WiTH CONGRESS DURING NEGOTIATIONS SEEN
NEecEssary

But also importantly, we have found that our legislation, our policy
formulation and our negotiations have all benefited whenever the
dialog with Congress has been close. Accordingly, we have invited
the Congress to devise a continuous role for its own participation in
the trade negotiations. I might add I can give you personal assurance
that we are not about to negotiate with our partners-unless we have
that close cooperation with Congress, so when we bring back what-
ever proposals we do bring back there is a full and complete under-
standing of those proposals. This is necessary if we are to represent
the United States fully.

Apvise oF INDUSTRIAL, AGRICULTURAL, L.ABOR, AND PunLiCc INTERESTS
NEEDED .

The industrial, agricultural, labor, and public interests generally
must also be weighed in a more difect manner. There has been re-
peated criticism that past efforts to use advice from these elements
of our economy have been inadequate. We agree, they have been
inadequate. On the other hand, the sheer enormity of the task of
hearing and weighing advice from every quarter of American life
must be recognized. We will need great ingenuity both in the Govern-
ment and in the private sector to develop a better apparatus for
distilling the essence of advice from so many people. We need this
committee’s understanding in our efforts to build a better consulting
apparatus. Such a system is crucial to the results we can hope to
achieve for our Nation. The Trade Reform Act provides a basis for
a better system, although its provisions need to be adapted slightly
to bring other elements of the American cconomy, especially agri-
culture, into balance with the weight given industrial consultation.

MoxeNTUM DEVELOPED FOR TRADE TALKS

I hope you recognize, in our efforts to develop new mechanisms
and new methods of dealing with our problems at home as well as
abroad, that we have tried to follow a realistic, tough, yet sensible
approach. We have also developed momentum for trade talks with
our trading partners. The Ministers of some 105 nations met in
Tokyo in September to launch negotiations, on the basis of a unani-
mous declaration. It is also interesting to note there arg only a little
over 80 members of the GATT and yet 60, a little over 60, of those
are participating in the 105, so this is a very broad group of coun-
tries that have joined together to do a job, and I think it indicates
not only that there is ﬁeneral agreement on the need for this dis-
cussion, but also that the developing countries themselves recognize
that they need to work with us in building a better trading system
for the world.
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Since the Tokyo meeting, work has gotten underway in Geneva
in preparation for the negotiations and to not worry you about this,
these preparations are in fact analytical preparations. They look at
various alternatives, They are underway and all nations are, in fact,
participating in that preparation.

ENEray Crisis AND TRADE NEGOTIATIONS

In the light of the energy crisis during these pregarations, some

e negotiations
should be pressed forward. Most of them have concluded that there
is all the more urgency now and have urged us to move forward with
the trade bill in our own preparations. :

We ourselves agree with this greater sense of urgency. A rash of
unilateral trade and monetary actions in reaction to energy problems
could only make the {)roblems of world adjustment, and our own diffi-
culties, much worse. I could not help but note in the morning’s paper
the European community’s commitment to negotiate with some of the
Arab countries, and again a list in Business Week of bilateral deals.
I would say we still have time because these bilateral deals neither are
firm nor have they yet-created any problems. One should not specu-
late on these, but it does point up the urgency for us to have the
kind of authority to sit down and negotiate to see if we can kee
our actions in a multilateral context and to assure that the Unite
States has credibility at the bargaining table now and not after the
fact, as has been the case in the past.

CONGRESSIONAL ACTION AWAITED

The momentum that has been generated internationally stands now
to wait upon action by the Senate Finance Committee and the Con-
gress, We have put before you what we believe to be a sound set of
proposals—proposals which will help us to manage our own domestic
position better in relation to the world, and which will help us to

_negotiate with our trading partners more effectively, with strength

and with flexibility. We intend to devise and utilize new techniques
of negotiations, and new techniques of cooperation and consultation
with Congress and with the various segments of the American econ-
omy. We hope you see our comprehensive approach as a sensible
one, leading to greater equity for America in the world and greater-
economic opportunities for the American citizen, ' :

Overview oF THE Trabe Binn

Let me now turn briefly to an overview of the trade bill rather
than go through this long volume of testimony which I would like
to file at this time for the record, Mr. Chairman, because I believe
you will find a high degree of logical consistency and interdependence
1n the various parts of this bill. -

-The broad ;furpose of the trade bill is twofold, and this is abso-
lutely essential to recognize. It is to enable the United States to par-
ticipate effectively in the forthcoming multilateral trade negotiations
or any other negotiations, such as the World Food Conference or
whatever may take place and, at the same time, to better manage.
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the domestic issues as they arise. If negotiations are not yet success-
ful today, it is because we do not have those tools today. We will
seck agreements which will stimulate U.S. economic growth in the
context of strengthening our global economic relations through fair
and equitable market opportunities and more open and nondiscrimina-

tory world trade.
‘Trrre 1

Title T of the bill contains authorities to conduct the new round
of trade negotiations and procedures through which to implement the
results. The primary negotiating authorities would extend for a period
of 5 years and include reduction or removal of tariffs and nontariff
barriers to trade and provisions for increased participation and over-
sight by the Congress and the public. Let me add here that the com-
ments that this 18 a great grant of power to the Executive just are
not valid. This proposes a joint working relation with Congress, a
joint understanding with Congress during the negotiations and then
a })rocedure for congressional oversight and veto, when we come back.
If we do not have that kind of participation neither Congress nor
the Executive are going to represent the U.S. public well.

To enable us to more effectively manage the trade agreements pro-
gram, there are also authorities to make adjustments on the trade side
to particular inflationary or balance of anments circumstances, As-
presently drafted, these authorities are the minimum needed to pro-
vide credibility for the TU.S. negotiators in their attempt to
bring about a common realization that international cooperation can
work effectively to deal with new as well as old problems. As I have
indicated, we have proven that in the last 2 years, we have not had the
authority to get at some of these old problems.

Trtres IT ano III

Now, turning to titles IT and IIT, the authorities to manage trade
roblems domestically, I might point out again there are provisions for
Jongressional oversigi:t. We want Congress directly concerned with

these problems and we must have congressional cooperation.

. Title IT provides for temporary import relief and adjustment as-
sistance which is made more accessible for industries, firms and work-
ers. The tests of injury for import relief are eased. Administration
of worker adjustment assistance is streamlined under the Labor De-

.Partment and its level and scope have been substantially expanded.

nder the import relief provisions an order of preference is expressed.

Tariffs are preferred to quotas and orderly marketing agreements,
which are lowest in preference and incidentally, they are subject to
congressional review,

The provisions of Title III generally improve existing authorities
to deal with foreq?m. unfair trade practices. Authority is granted, sub-
ject to a number. of limitations and procedures, to agply duty increases
or quantitative limitations in response to unjustifinble—illegal—or un-
reasonable trade practices by foreign countries. Again, I had to read
the morning paper to see the emphasis on this retaliation. T would like
to make the point as a negotiator that we do need that right for the.
world to understand that the executive branch does not have that power,
which we do not today. At the same time, we do not expect to use that
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power unless we fail to find a way of negotiating international agree-
ments or our trading partners do not live up to their international
obligations. No one should fear that we are going to retaliate all by
ourselves, because it takes adverse actions by our trading partners.
before we would do it.

The authority in this area is extended specifically to include export
subsidies to third country markets or to the United States. Any meas-
ure imposed under this authority is subject to congressional review,
Concerning anti-dumping provisions, time limits and procedural and
technical changes have been proposed. Time limits have also been
established on countervailing duty procedures. In addition, the coun-
tervailing duty provisions would be extended to cover duty-free im-
Forts. During the next 4 years, the Secretary of the Treasury can re-

rain from countervailing if to do so would jeopardize the interna-
tional negotiations, There are serious problems with this provision,
which Sccretary Shultz has already spoken to,

Finally, T would note that changes in responses to unfair trade
practices involving patent infringement provide for fairer proce-
dures, a greater role by the Tariff Commission, and judicial review.

1)
Treee IV

Now, turning to title IV of the Trade Reform Act, this authorizes
the President. subject to certain conditions to extend nondiserimina-
tory tariff treatment to imports of certain Communist countries not
currently granted equal treatment. This authority is seen as a key
clement in the development of orderly economic relations with the
nonmarket economy countries. As presently drafted, however, U.S.
extension of nondiscriminatory tariff treatment, as well as credits
and guarantces, may well be precluded. This, in turn, as indicated yes-
terday, would prevent the October 1972 U.S.-U.S.S.R. commercial
agreement and the full settlement of lend-lease obligations from tak-
ing effect. The administration is deeply concerned about these con-
straints, while fully sharing the humanitarian concerns which gave
rise to them, We are hopeful that an accommodation can be reached
in the language of the statute, thus enabling us to continue building
upon mutual East-West interests to achieve a stable and durable

peace.
Tire V

Title V of the bill grants authority to the President to join with
other developed countries in the extension of generalized tariff treat-
ment, for a period of 10 years, to eligible imports of beneficiary devel-
oping countries. By increasing their access to developed country
markets, developing countries can expand' export earnings—thus en-
hancing their economic growth. Tn addition, the United States can
benefit as it is anticipated that a large share of their increased
export earnings will return to the United States in the form of addi-
tional purchases here. We have put limitations on preferences so that if
any eligible exports exceeds $25 million or 50 percent of our market
it automatically loses that preference. We have also provided in
section 806 and 807 tariff treatment of border industries’ exports
to the United States that if there is abruFt market disruption, U.S.
competitors will be eligible for import relief.

30-220—74—pt. 1——15
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Let me conclude with & fundamental theme which is that interna-
tional peace cannot be based on just one or another action or negotia-
tion in international relations. The political, security, and economic
issues are all intertwined. Indeed, in the present state of a higher
than ever degree of economic interdependence, this is more true
than ever before. To ensure a stable, prosperous world, we must devel-
op an adaptable but orderly world economic system that minimizes
frictions between nations and enhances their common interests, It is
a fundamental tenet of our foreign policy that common problems in
the world should be dealt with collectively, through negotiated solu-
tions, rather than through escalating conflicts of unilaterally deter-
mined national policies and actions, The Trade Reform Act is essen-
tial lt&) enable us to complete our efforts to build peace in this troubled
world.

I would like to close with the President’s words from his messuge
accompanying the trade bill when it was submitted last April, They
are even more urgent today :

This structure of peace cannot be strong * * * unless it encompasses inter-
national economic affairs, Our progress toward world peace and stability can
be significantly undermined by economic confiicts which breed political tensions
and weaken security ties, It is imperative, therefore, that we promptly turn our
negotiating efforts to the task of resolving problems in the economic arena,

Thank you, Mr. Chairman. _

The Cramryman. Thank you very much, Mr, Eberle. I am going to
try to confine myself to 10 minutes and urge other Senators to do like-
wise in the first round of questions. ‘

Traoe Frovres—CIF vs. FOB

I will ask that a member of the staff hold up two charts; I also ask
that the charts be made a part of the record.*

Mr. Eberle, I discussed with you what I am going to illustrate with
the chart.

It seems to me if we are properly to serve the national interest, we
need to take a look at these international programs with some sort of
a comprehensive set of figures so people can sce what the foreign aid
program is costing us, what the trade program is costing us, what the
military program is costing us. The Government must stop deceiving
the American people through statistical games. As it is now we are
told that, no, it is not the trade program that is costing us—we are
making money on that—it is the AID program. Then you go to the
AID people and they say no, it is not the AID program that is costing
us, because most of that would have to do with exports—it is the mili-
tary program. And then you go to the military and they say, “It's not
our program that is costing you, it is the other fellow's.” By the time
you get through, as Senator Symington said one time, you add up a
great column of pluses and end up with an enormous minus at the end
of the column,

These charts illustrate the difference between the way our balance
of trade books are kept and the way they ought to be kept. The charts
show the difference between our balance of trade, the way that 90 per-

See footnote at end of table,
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cent of the countries keep their books, and what our balance of trade
has been in the way that the books are kept in this country.

I understand how the books are kept here. We have a provision in
the Constitution, unknown to a lot of people, which says that this
Nation will not diseriminate among ports, one port against the other,
in the collection of tariffs. In order not to discriminate among ports we
levy our tariff based on the value of a commodity in the foreign coun-
try. We call that the foreign value. That way it doesn’t make any dif-
__ference whether you bring the article in at New York or New Orleans,

*"the tariff would be the same.

But when you are considering whether you are making money
or losing money on your trade that is not how you should be keeping
your books; your books ought to reflect whose ship carried this article
from Europe or Japan to the United States and the full amount
you paid for it. It is just as when a merchant buys something. he puts:
it on his books what he has invested in that article on his shelf as well
as the freight. But our trade figures—these official figures that have
been published for so long—don't include the cost of freight.

As though that were not bad enough, the export figures are inflated
by including all that stuff we have been giving away since World War
IT. So the exccutive branch includes in its export figures the things
that they are giving away or the soft loans which nobody ever repays.
And.so by including the give-aways on the export side and by leaving
off the freight on the import side, they wind up with a big plus figure
for what should be a minus.

Now, according to the chart which is ealeulated on a cost, insurance,
and freight basis, we have been in deficit every vear since 1966, and
that adds up to a deficit of $30.9 billion, roughly $31 billion deficit, in
our trade accounts. This is the way they should keep these books, by
any honest bookkeeping methods.

Now look over at the other chart and you see how those books are
kept for the purpose of issning these quarterly oflicial good news
announcements. According to this misleading chart, every year, except
the years 1971 and 1972, we made a profit.
1< The-difference is that by adding in something that doesn’t belong
in there and by taking out something that does belong in there. they
can deceive people that we enjoyed a trade surplus, when, in fact, we
were in deficit. From 1966 through 1978 these quarterly good news
announcements would have you believe we had made a profit of $6
billion, whereas by what I would regard as an honest set of books—
. kept in the way that 90 percent of other countries keep their books, as
well as the International Monetary Fund—we didn’t make a $6 billion
profit, we lost $30.9 billion, or in round figures, we lost $31 billion.

Now on a liquidity basis, we had a deficit in our balance of payments
during those same years of roughly $62 billion, of which haif of it
is what we lost in trade.

Now, during all that period, with the exception of those 2 years
where they admit we lost money, they have been saying that the only
bright spot in all this military aid, military troops for Europe, war in
Vietnam, and all that—the only bright spot in the whole thing has
been the trade picture. So, they said, since we have been making
money in trade, we have to do more of what we were doing the way
we were doing it.
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Well, the fact is we weren’t making money, we were losing our
shirts in the trade area, too. So we couldn’t afford that either.

Now what we need, as I see it, is to start out by putting together a
set of books where the American people can look at the A1D program,
the trade program, the troops to Europe—the whole thinfg—-—and see
what it really is costing rather than each program assessing its cost
over in someone else’s basket. As it is now, by the time you get through
it looks as though we are making a profit on all of these and, in fact,
we are making a Igreat big loss.

Ambassador Lberle, do you agree with the argument that I have
been making about that you have no business adding—that is you
have no business leaving the freight off your imports—to see with a
foreign country? »

Mr. Eperee. Mr. Chairman, as you know, in principle I am in agree-
ment with you and I commend you for your efforts because you prob-
ably now know that the Department of Commerce is reporting these
numbers both ways, CIF, FOB, as of January of this year. Now there
is still a question over Public Law 480 exports, and I am hopeful that
those numbers can also be footnoted. But let me assure you not only
should those fizures be reported in both ways but we from the trade
negotiating side have always negotiated on the CIF, your basis, be-
cause the only way to support these other programs is to see that we
have a positive current accounts balance or a positive basic balance,
befo]ro deducting these other programs. You must look at them in
total.

The Cirammaan. T don’t sce how we are going to get anywhere with
these negotiations as long as they keep putting out these good news
announcements which deceive the American public. It seems to me as
though we ought to drop the FOB thing and put it on a CIF basis
S0 {)eople can sce where we actually stand. :

have had the experience of having a member of a Japanese trade
delegation come into my office to talk about the situation and he
couldn’t understand why I was so concerned, and appeared to be a
protectionist. He showed me this good news announcement in the
New York Times. “Look at all this profit yon are making in the for-
eign trade, Why would you want to do us out of it?

T tried to explain to that person “If we kept our books the same way
that you kePt yours we would show a great big deficit rather than a
big surplus.” . ) )

1 went to a trade conference about 2 years ago in Europe with the
EEC, and our own Secretary of State got up, at that time William
Rogers. and proceeded to explain to those people that they had to
cooperate with us and help us with our big payments deficit because
this military expenditure to help defend Europe was causing a huge
burden on us and in order to sustain that burden we had to make a
big profit in the trade area. He should have been telling them we are
losing our shirt in trade as well as in aid, and he should have put our
figures on the same basis as their’s to prove it. If they had been told,
“Here are the honest figures, we are losing money,” they might have
been more inclined to help us with our aid burden. Some, of course,
would not be impressed. The French had already asked us to get out
of France and not to come back.
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I think Commerce and all the rest ought to stop putting out these
fraudulent good news announcements about phony trade surpluses
when, in fact, we are losing our shirt and can’t keep it up.

If we start out by putting our trade books on a basis where some-
body can understand them, we then have a starting point from which
you could negotiate and tell these people that we are, in fact, losin
a great deal of money. If we would quit deceiving our own people an
auit putting out the wrong figures and start putting ou the right
figures and insisting on those, we could get somewhere negotiating
with those people.

Do you think that will help ? :

Mr. Eperee. It certainly Eo]ps because T have the same problem in
negotiating to convince our partners that on that same basis we do
have a deficit in our trade accounts, It is very difficult to explain this
to them. But I do think the fact that we are publishing it both ways
now will be extremely helpful.

I might also add that some of our trading partners have taken a
look at this new and decided maybe they shouﬁ] report more along our
way so you have two problems on your hands.

he Crramrman. I miﬁ‘ht say if they want to report it the way tho
Commerce Department has been reporting they are in for a real night-
mare of wandering around in the fog because they will wake up some-
day and find out what they have been living in & dream world which
has no relationship to fact and truth whatever. So that if we really—
I would think since we are one of the very few people, one of the very
few nations that reports it the strong way we ought to report it the
same way the others do. Of course, I was pleased to sce the Interna-
tional Monetary Fund, they don’t keep these trade figures anyhow,
they keep a balance of payments set of figures, so that on that basis we
are not deceiving anybody, even ourselves, but unfortunately, while
they are deceiving, not wc.{mt while this Government, this administra-
tion, has had this bipartisan deception going on directed at the Amer-
ican people, I cannot conclude other than it has done a great deal
to prejudice our interests in trying to find and to put into effect the
kind of answers toward which you have been directing yourself,

Senator Talmadge.

Torsacco TArIrr DiscrimiNatioN Acarnst e U.LS.

Senator Tarmanct. Thank you, Mr. Chairman.
Mr. Ambassador, as you know. the GATT requires any nation such
" as those in the European Economnic Community when it expanded from

six to nine countries last January to negotiate concessions to compen-
sate for losses in third countries. '

Currently all tobacco selling above a $1.27 a pound must face a spe-
cial 15 percent value added tax. This specifically discriminates against
American tobacco since it is of a higher quality and therefore higher
value than most other tobacco entering the European Communitv. So
far the European Community has not agreed to change their tobacco
tariff policy. Is the United States prepared to stand firm on our posi- -
tion that the Furopean Community should eliminate the so-called
wrapper leaf tariff which discriminates against exports of high quality
American tobacco?
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Mr. Eperee, Senator, that is one of the products that has been of
high priority in our negotiations. It is one we recognize as of trade
importance, along with a number of others,

As1 sni(i in my opening statement, we are in a very sensitive arca
now of the wrap-up, hopefully, of the Common Market enlargement

compensation negotiations, and I would be delighted to brief you in

executive session on all the details of it.
Senator Tarmapar. I would appreciate it. As you know, tobacco is
very important to my State, and a number of others, and it is one of

our _principal dollar earners insofar as exports of agricultural com-
. modities is concerned. :

_Mr., Eperee. I can assure you it is one of the items which has been
right at the top of our list in our discussions.

Inpustry RepreseNTATION SEEN NErpEp DunriNne NEGOTIATIONS

Senator Taraapar, I want to get into another area that I feel I have
some familiarity with, You remember the Trade Act of 1962 provided
for representatives of the Ways and Means Committee and also the
Finance Committee to be advisers to our trade negotiators, Of conrse,
wo had our legislative duties here. Many of us went over there a time or
two and rushed back. Consequently, we didn’t find out much, We got
to eat some very delightful lunches and dinners and attend a few re-
ceptions at some of the embassies. That was about the extent of it.

ow while the American business people who had some knowledge of
international trade were excluded totally from our negotiations, the
Japanese, the Germans, and the French, and the European Economic
Community had the best industrial team that was available at the
hands of the negotiators day and night to give expert.advice.

Don't you think it would be far better rather than having a few
politicians from the Ways and Means Committee and Finance Com-
mittee who had no expertise in international trade, to have represent-
atives from American industry who were competent to advise you as
the negotiations proceed ?

Mz, Eserer. The answer is yes on both counts. And let me say that we
have urged that members of Congress find a way to work also directly
with us, whether it be through their staffs as part of the team, or as
members, and I ean assure you that you will be kept fully up to date on
our negotiations. It is only a matter of your telling us how you want us
to do it, T have a personal cominitment to see that that is done.

Senator Tararapok. I think we ought to be informed, and I will give
you an illustration. Of course, being from Georgia I had some interest
in textiles, as you might imagine. We vould find out virtually nothin
as to what was going on in textiles at the negotiating conference, bu
some of my constituents could call their friends in France and their
friends in Germany and their friends in Britain, Their friends were in
Geneva being advised every step of the way and advising the negotia-
tors, our adversaries, in the negotiations. It was utterly ridiculous, The
other side had the best brains available and our people who have to
bear the burden of whatever came out of the negotiations were kept
completely in the dark.

. Enkrir. Let me go to the business and agricultural and labor.
communities now. As I have publicly said on many occasions, we are
prepared to have these interests fully represented, and we have already
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started by asking industry, agriculture and labor to sit down and tell
us how they want to work with us. We started forming advisory groups
ahead of the time, because we can’t wait for passage of the trade bill.
We think it is that important, and we think they ought to continue not
onlsv just during large multilateral negotiations but on a regular basis.
enator TaLMance. I couldn’t agree more, but I would hope when
You get down to negotiatin% you would have the best brains of Amer-
can industry in Geneva 24 hours a day so when any subject comes up
you ¢an get expert advice in the area.

Mr. Eperie. We are hopeful that can be done and we have also given
them a commitment that they can %o up to the negotiating door with
us and when we come out we will tell them where we stamf They can-
not go into the negotiating room but we are prepared to go as far as we
can in two-way communication. We want their advice and we are pre-
pared to tell them where we agree or disagree with them, and the same
thing goes for the members of the Congress.

There are going to be times, I am sure, when there will be broader
interests but everybody is entitled to know this and we are prepared
to explain that kind of situation. We are, incidentally, also prepared
to review those provisions in this trade bill with you if you feel they
are not strong enough as they now read.

The Cuamyan, May I interrupt? I would like to applaud both the
(Sllmstion and the answer. It scems to me that it is completely unfair
that foreign negotiators represent foreign business people, but that the
American businessman is not represented by his government to the
same extent the other fellow is represented by his government.

Now if they do let their businessmen come inside that room I think
you ought to allow our businessmen to come in, too. I think it would be,
ought to be, both ways but I think you ought not to keep them out of
the room.

Mr. EnerLE. Senator, I hope you have good reports from the textile
industry sitting in with us at Geneva last November and December as
we worked out the textile agreement.

Senator Tarmapce. I congratulate you. You did a very fine job in
that regard but it was utterly inconceivable to me how our negotia-
tors could go to a negotiating table completely unarmed while those
they were negotiating with had the best brains by their side day and
night to advise them.

New Procepunes SEEN NEEDED FOR FInpiNg UNFAIR TRADE PRACTICES

Let me bring up one other matter that I think gives the world
some cause for concern. As I recall Napoleon Bonaparte once made the
statement about China, “Let the sleeping giant sleep, When he awak- -
ens the world will tremble.” ) ) ) )

Now you recall how the Japanese, with their expertise, their scien-
tific achievement, and their work habits, have sorely disrupted markets
primarily in this country but in other countries as well to some degree.
Our unfavorable balance of payments with the Japanese, I believe,
in 1972 was $4,200 million. I think that was on an FOB basis, not CIF.
What is going to happen when the Peoples Republic of China with
800 million hard working people gets geared up to take over any mar-
ket in the world it wants to.
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Mr. Eperie. We have recognized that there is a problem with such
a “sleeping giant” particularly where it is a nonmarket economy and
we have special provisions where there can be prompt decision by our
Government if an expanding country should elect to segment a U.S.
market and try to move in on it and disrupt it.

Senator Tarymapge. We have had provisions like that in previous
]t(mde acts and no President had the courage to invoke them, as you

now.

Mr. Enerce. That is why we are providing for an oversight by Con-
gress on some of these provisions.

Senator TarLmapge, Who is going to trigger it, the President ¢

Mr. Eserup. First of all, it gepends on what the provision is, but the
one on the nonmarket economy would be the I’}‘arif’f Commission
throu%h a complaint, and a complaint could be raised by the Congress,
could be raised by my office, it could be raised by a compuny, or by the
President. _

Senator Taraapar. I am informed that it is harder to find unfair
trade practices on the part of the Communist countries than it is the
free world countries, and we haven’t been able to find much insofar as
free world countries are concerned.

Mr, Ererce, There are two different parts of the law, You are cor-
rect in the anti-dumping countervailing duty provisions. On the other
hand, in the escape c{)ause it is o great deal more casy and those are the
provisions that we would expect to move under because we simply have
an absolute right to move under those.

Senator Taryaner. Would you have any objections of Congress put-
ting some provisions automatically triggering the law without having
t? r?]y (%n an Exccutive who heretofore has not been willing to invoke
the law

Mr, EserLe. We would object, I think, to absolute percentage or
quotas at this time because there are many areas in which there are not
problems, and many areas in which you do get products in that are
reasonable and cause no injury. But we are certainly prepared to work
with you where there is an injury, to find ways that you would be sat-
isfied with. ~

Senator Taryance. I would like to put some mechanism in the law
where we wouldn’t have to rely on anlExecutive who may not invoke
the law. Couldn’t we come up with some system? I am not an all out
protectionist but, at the same time, I don’t want our country’s labor
force and our own domestic industry destroyed by a flood of foreign
imports. It scems to me that with all the brains you have at your dis-
posal and all the brains that the committee has at its disposal we could
come up with some device which would automatically trigger the law
when some particular peril point was reached.

Mr. Eserre. Let me put it this way: The Tariff Commission makes
a recommendation. We have provided even when there are tie votes
such as the shoe case on which the Senator from Connesticut raised
questions.

Senator Tarmance. How many recommendations has the Tariff
Commission made in the past 12 years, Mr. Ambassador? ‘

Mr. Eperce. That is the point T want to get to. We have proposed a
change in the law so the Commission does not have to tie injury to
previous tariff concessions, and two, that the President must have the
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same time limitation in tie votes as he does whether he takes positive
or negative action. Now he must report, and if he takes action and im-
ses import relief, Congress has a veto procedure on that. If he re-
uses to take import relief he must report to Congress precisely why
he didn’t do it.

Now I recognize that you have a veto on the one side and you have
only the information so that Congress could act on the other, But if
there is no provision or no program under which to act we have pro-
vided that Congress must get the information if the President refuses
to act and, therefore, is able to act on its own once it has that infor-
mation.

Senator Ripicorr. May I ask you to yield? I am in the process of
drafting an amendment to carry out just what you suggested. I would
be gleased to submit it to you and I would hope you could cosponsor it

Senator TaLMmapee. Thank you, sir. It secems to me we must do that.

When the staff was briefing us on the House-passed bill the other
day it was pointed out that under one provision in the bill importers
can complain but the poor fellow who is trying to pay taxes and keep
his plant going and give jobs to his employees in the face of these im-
ports can’t complain. We can’t have that.

I believe my time has expired, Mr. Chairman, and I yield at this

point.
CIF vs. FOB

The Ciamraan. Senator Bennett.

Senator BENNETT. Thank you very much, Mr. Chairman.

Like all the rest of the committee I have enjoyed the discussion of-
the difference between CIF and FOB but I would like the record to be
very clear that our use of FOB has gone back to the beginning of the
time, and if there has been any movement away from it, at least so far
as records are concerned, it is this administration that has made this
movement, and T wouldn’t like the record to indicate that this admin-
istration is not responsible for the FOB situation.

The Cramrman, If the Senator will yield, vou understand I didn’t
just start raising the devil about this when this administration came
into office. I have been oomlplaining about it for a long time.

Senator BennErT. In the course of your statement you said this .
administration should do it and hadn't done it and I just want the
record to be straight on that,

The Cuarryan. I think I referred to it as a bipartisan deception, and
I amsatisfied that is just what it has been.

Senator BENNETT. We will have to blame the men who wrote the
Constitution.

The Craryan. No, just blame those who keep the figures,

[Laughter.]

Present StaTUS OF TRADE NEGOTIATIONS

“Senator BExN:TT, Mr. Fberle, just what is the present status of
trade negotiations in a gencral sense? Where are we? Are we at the
beginning of a situation, at the end, in the middle?

Mr. Enerie. We are, Senator Bennett, we are really at the beginning
because the United States has really no authority or at least any credi-
bility with which to enter into negotiations and, therefore, we are at the
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threshold of a very major opportunity. We will have to decide whether
we want to walk into it. Preparations for the multilateral trade negoti-
ations committee are underway. The United States cannot patticipate
or give leadership without congressional blessing and authority on a
joint basis when we bring it back so we can enter into agreements.

Ve have the same thing: going on, a whole range of international
opportunities, whether they be in the food conference or wherever they
might be, trade barriers, whether they be the oil, the energy, wherever
we can try to solve some problems like common standards and labeling
procedures, The United States has no viability or credibility at the
negotiating table unless we have a procedure with Congress as to how
we are going to negotiate and bring agreements back for approval and
that is what we are asking for here.

Now, secondarily, we are also in the same position as that even for
small (ienls, and I am talking about, Senator Talmadge, a question
about tobacco. We could have settled that 2 years ago 1f wo had any
authority to compensate just a'tiny bit, and yet we have absolutely no
authority. We provided for that kind of authority in the bill so we can’
make some of these deals to solve some of these problems as we go
along, again, authority to negotiate in conjunction with participation
by Congress, So we have a great opportunity to deal internationally, to
manage our problems domesticalfy, and what we are saying is are we
plrepla(;'ed to walk forward and accept that opportunity. I think we
should.

Senator BeNNETT. Just to clarify it still further, is there any—when
and how did this series of negotiations start, Who supplied the in-
centive to start them? Or the other nations working at them? How
long have they been working at them? We used to talk about the
Kennedy round and assumed that was a specific pattern that began
and ended at a certain time. When did this series begin?

Mr. Es¥rie. If you had to set a date, they really began on August
13,1971, when then Secretary of Treasury Connally and the President
closed the gold window and said we had to look at the whole economic
system. Between that date and the Smithsonian Agreement we were
looking at how to get the monetary structure, the trade structure, and
it is from the resulting Smithsonian Agreement that countries must
now also take a look at the exchange rate monetary system and also
the trade system. In February of 1972, we entered into a declaration
with the European Community and with Japan that we would try to
~ find a way to begin multilateral trade negotiations in the fall of 1973,
That was the beginning of it.

They have proceeded along those lines, there have been a number of
countries that have from time to time said they were not interosted but
as recently as during the last 3 weeks we have had the reinforcements
of the European Community, the developing countries, and with
Japan, all saying there is more urgency now to have a framework for
trade discussions because if we don’t the opportunities to move back-
ward are very serious.

Senator Bexnerr. Will these negotiations or will the pattern of
negotiations continue among our partners even though we might not
1!}:1‘\'01)(}]1]6 opportunity to negotiate on the basis of the powers given in

is bill.
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Mr. Eseree. The answer is they will continue to negotiate but they
will do so bilaterally and regionally, to the probable exclusion of the
United States.

Binn Skex InrroviNG NEGOTIATING A\ UTHORITY

Senator Bexwerr, Just at the risk of repeating, could you outline
for us again the specific differences that the passage of this bill will
make with respect to your power and ability to negotiate successfully.

My, Eserie, Specifically the bill will authorize, first of all, advance
authority on the tariff side and a credible procedure in cooperation
with Congress, both during the negotintions and bringing agreements
back for apProva], to reduce NT'B’s, Our partners have said. “You
have no authority. We can’t come to the negotiating table until you
have that authority.”

In addition to that broader based multilateral negotiation or other
multilateral discussions such as the Food Conference, and so forth,
there are a great many bilateral issues that cauld be solved by the very
authorities that we are seeking. We have no authority, as I ‘indicated,
for compensation. If we give import relief, other countries have the
right to retalinte. We have no authority for small deals such as in
the tobacco wrapper case as an example, where we by modifying an-
other tariff by a very marginal amount, we could have eliminated that
problem. It would allow us to get at some of these problems, and
equally important to those negotiations which give an opportunity
to U.S. leadership in the trading world, the bill will give us the author-
ity from the management standpoint to get at some domestic problems.

An example, if other countries are going to subsidize products in
third markets, this will allow us to take action against countries
which do that. We don’t have any authority to do that today. We
don’t have authority to respond in a very Frompt manner on industrial
Froducts even in the United States. As a former businessman, I simply
1ave to say that when you are dealing with competition, even though
they are trading partners, we have both to negotiate with them and
have the authority to discourage derviations from those agreements,

We must have the authority to see that our interests are protected
in the event they do not live up to their international obligations and
attempt to {.{o around and do some things that we would consider
either illegal, unfair, or unreasonable. And, incidentally, most of these
authorities that I have talked about, both on the negotiating side and .
on the so-called reaction side, management side, all other countries
have today. So that it isn’t something new, but I can tell you as a
negotiator we are at a handicap in going to the table without the kind
of provisions that we have in the bill leaving open what we have said
to you, you tell us how Congress wants to work with us because we
must have that in order to have a successful negotiation.

Senator BEnNerr. Well, in view of the oft quoted energy crisis—
I will go back and start over again. You said earlier that you were
afraid if these negotiations didn’t succeed the world would break up
into a series of bilateral and regional deals.

Mr. Eperre. Yes.

Senator BENNETT. Do you think that danger is greater because of
the energy crisis? ’
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Mr. Eperte. The answer is very clearly yes, because of the tremen-
dous pressure on the current account international payments balances
of countries. They all want to see now if they can’t find some ways
to ease their problems and this desire. It is reflected in bilateral deals,
and it is reflected in currency devaluations or export subsidies or im-
port or export restrictions, and we are confronted with those today,

-Senator BENNETT. So is it fair to say that you feel there is a real
urgency for the passage of this legislation?

Mr. Eneree. There is. —

Senator BENNETT. I have no other questions, Mr, Chairman.

CoMMODITY SHORTAGES

The Cirstrman. Senator Fulbright.

Senator Fursriant. Thank you, Mr. Chairman.

Mr. Eberle, as you know, my State is deeply interested in this mat-
ter because we are ma,{'or exporters of such commodities as rice, soy-
beans, cotton. and poultry. So that I have a very deep interest, aside
from the national interest, in a large volume of international trade.
Tt would be a serious thing for my State to lose access to these markets.

I wonder, terms of trade which have now arisen as a result of ac-
knowledged shortages in such things as oil and copper and bauxite,
manganese, tin, and so on. these basic commodities. They have changed
dramatically in the last year, T believe, against us, is that not so?

Mr. Eserre. That is true, but T don't believe there is an exact identity
of situations between oil and these other products.

Senator Furerient. Well, oil is the most current one but we import
very large quantities, 50 percent of ore of a number of the basic com-
modities basic to an industrialized society.

Mpr, Eneree. Correct.

Senator FuLsrienT. Aren’t we in a similar situation with regard to
bauxite, which is the basis for aluminum, copper, tin, and so on? Isn't
that so, it is just a matter of time that they are likely to follow the ex-
ample of fuel 0il?

Mr. Eperee. Let me take the example of bauxite.

Senator Furpricnt, Let me say I didn't want to go into detail. All
I wanted to ask you is how serious do you think our situation is in
regard to international trade.

Mr. Eperce. The situation is serious. It is serious is a number of ways
beeause the rules of the road are being undermined. We must find ways
to deal with these problems and if we cannot deal with them in a multi-
lateral context then we must have the authority in the United States
to deal with that. "

Let me turn to the question of bauxite as an example because there
is a case where the producing countries have already had one meet-
ing, including some of our trading partners. But the fact remains that
even though we do import 50 to 60 percent, we have in Georgia and in
Wyoming and in Utah more reserves of alumina in clay than all the
known bauxite reserves in the world, and they can be turned up in a
very short period of time.

. %e?nator FuoreriHT. At what cost? At a cost similar to what we have
a

Mr. EBERLE. At a cost similar to the present cost, the industry tells

me.
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Senator FuLsriaur. It seems unusual for them to go to all the trouble
of importing it from Jamaiea if the costs are similar here. ‘

Senator BexNerr. May I interrupt? I come from a State with
alumina. The investment is in bauxite and there is no incentive to
invest in a gigantic way in alumina as long as the bauxite is available.
But we are not in the same situation with the basic material from
which aluminum can be made that we are in oil and I think we could
move fairly fast. But as long as people are satisfied with their source
of supply 1t is just inertia. They don’t get rid of that and turn to an-
other one.

Senator Furerieut. Then do I conclude, Mr. Eberle, that you do
not think it is serious, that we have all the resources we need and it
is not a very serious matter after all. That this an illusion that we
need international trade.

Mr. Eerte. No, it is still a very serious problem because of a lot
of reasons. But the only point I want to make is if we get put in a
short-supply position on a number of other products we have got a lot
better answer. We shouldn’t be put in that position because it does
raise our costs. It breaks down the world trading system and these
irritations and tensions are going to flow over into the security and
political side very fast.

Senator Fursricnrt. I didn't want to go into each detail. I was un-
der the impression from your previous statement and others that
we are as a great industrial nation faced with some much more
serious problems than we have over been with regard to the terms
of trade. It is the basic commodity versus the industrial commodity,
isthatnotso?

Mr. Enerre. The answer is it is true, that is a fact, but each pro-
duct has a different problem. You cannot generalize, that is the only
point I was making. :

INTERNATIONAL PEACE AND TRADE AGREEMENTS

Senator FursriguT. Yes. I didn't mean to imply they are all the
same. But I thought your statement was a very impressive one when
Yyousay: '

The key elements in the development of orderly economic relations with the
nonmarket economics as presently drafted. However, U.S. extension of non-
diseriminatory tariff treatment as well as credits and guarantees may well be
precluded. This in turn could prevent the October 1972 U.8.-U.S.8.R. commer-
clal agreement of the full settlement of lend-lease obligations from taking effect.

Then, I won’t read it all, you say,

It is the fundamental theme of the administration which is that interna-
tional peace cannot be based on just one or another action, international action
on international relations. The political security and economic issues are all
intertwined. :

What disturbs me is since you proposed this trade agreement. which
was about the time of the President’s policy of normalizing our rela-
tions with Russia in particular, but with other countries in a similar
_situation also, there has been a steady deterioration of that movement.
‘There was an interesting article this morning by one of the authorities
" on conditions in the Soviet Union, that it looks as if they have about
.given up or are in the process of giving up any hope of what they
"call détente with this country, and that being so then there is little
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chance of a relaxation of the apprehension which has accompanied this
rivalry now for 25 years. It seems to me your trade program is de-
pendent. upon that element. You say political, security, and economic
1ssues are intertwined. I agree with that, and if we fail in that aspect
I don’t know where you can make very much progress in creating an
atmosphere in which international trade can expand, and proceed in
an orderly manner,

Mr. Egerie. Let me say, as for U.S.-U".S.S.R. trade and title IV of
the bill, T would like to defer that until Secretary Kissinger is here
on Thursday, and let him address himself to those relationships, But
if that should happen and if the article you cite is correct, it seems
to me that the bill takes on even greater importance hecause it does
provide: the ability for the free world to have negotiations and to
strengthen the cconomic relationships of the free world and, in par-
ticular, Japan, the EC, and the United States in a framework with the
developing countries that makes some real economic sense and can build
on the strengths we have today and that is certainly equally as im-
portant or more important than the other. '

Senator Fursrignt. I would agree with that. But the fact is that if
the cold war is revived, and if there is no success in SALT, and we
continue to devote our major part of our assets to military actions
around the world, such as new bases in the Indian Qcean, and so on,
it will not be an atmosphere in which long-term trade agrecments are
likely to be made because everyone is then apprehensive about the in-
ternational political situation.

And accepting your own statement, with which I agree that the
{)oliticnl, security, and economic issues are intertwined, I don’t know
row you would feel very confident that even if you got the trade that
it would amount to much unless you have also a relaxation of the ten-
sions that have accompanied our international agreements.

Mr. Eserce. There is no question that if the political relations turn
for the worse that it does have the impact that you suggest, but, at
the same time, the growth in world trade in the free world is still
tremendous and we need the framework in which to keep that going
on a multilateral basis because as these political tensions from the
other side become gerater with various economies there will be the
opportunity for the other, the nonmarket economies to try to separate
the free world, and we need a way to be sure we have a framework in
which to work together.

Senator Forericut. I thought it was the theory of the Government
and of the administration that for trade to develop vou had to have
this period of relaxation of tensions or a peaceful period and a prospect
for peace,.

Mr. Ererre. Well, certainly we want that also. We think we need
both. It would be desirable to have both.

Senator Fousrionr. Well, T don’t make myself clear, T guess. You
seem to say that, well, it is all right but we can proceed under a period
of the survival of the so-called cold war where everyone is apprehen-
sive about further military action.

I don’t know how our country will ever manage our international
payments if we continue to expend the kind of money we have, re-
ferred to by the chairman, on foreign aid, military aid, in particular, -
and upon the maintenance of military forces all over the world,
which we are now doing. I had gathered from the actions of our -
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markets and many other aspects of our economy that we weren’t in
such good shape as you scem to feel. This morning I heard, I believe
on the radio, that there were another hundred thousand, of motor
employees laid off, for example. I thought we were in some serious
difficulties, but you seem to be more optimistic than I had anticipated.

My time is up.

Mr. EBerre. Senator, maybe I misunderstood you. I think in the
longer term I am optimistic but I think from the shorter term we
need the kind of authority we have asked here in order to see prob-
lems that we have today we are facing, and we do have serious prob-
lems, can be managed more effectively.

Senator FuLsrienir, I thought the MFN was an essential part of
it, but you backed down.

Mr, Enerce. No, it is an essential part of it and we need this in
addition in the free world.

Senator FuLsricirr. My time is up.

The Criamaran. Senator Fannin.

Senator Ribicoff.

BaLLBEARING INDUSTRY

Senator Risroorr. Mr. Secretary, we have already heard about
tobacco from Georgia, and chickens from Arkansas. Let’s get down
to ballbearings from the State of Connecticut.

As you know, the Tariff Commission some months ago recommended
escape clause relief for the ballbearing industry. There has been a
delay in your own recommendation to the President because you
wanted new information. Now that you have it, isn’t it time you
carried out the intent of the 1962 Trade Act before you ask for brand-
new authority in this bill? What is the use of seeking liberalization
o]f this? clause if you have been so reluctant to apply even a stricter
clause

Mr. EperLi. Senator, I would like to defer this question to my
deputy, Ambassador Malmgren. I disqualified myself from any con-
~ nection with this matter because of prior connections in business so I

would defer this to Ambassador Malmgren.

Senator Risicorr. Let’s hear from Ambassador Malmgren. It seems
to me the President is waiting for a recommendation, and I don’t feel -
any compulsion to give you new authority if you don’t carry out the
authority that vou already have.

Mr. MaLmcGreN. Senator, we have this problem under intense exam-
ination right now, indeed these very days, today, tomorrow, yesterday,
in the executive branch and a decision has to be reached by the Presi-
dent by March 29 at the latest under law, I think you can expect a de-
cision hy that time. In the course of these examinations internally
wo have not only looked at the Tariff Commission report but we have
had consultations with all the interested- parties, including consulta-
tions with Members of Congress who have been concerned about this,
including yourself. We have taken your views quite seriously, and we
have been talking to labor union people, mayors, town council chair-
men as well as the people in the trade. So that we hope that we will be
able to give a good decision but I cannot say at this time what it will be.
You can expect it soon.

Senator Risrcorr. In other words, by the 29th there will be a decision.
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EEC anp Oir-Propucing COUNTRIES

Now, Ambassador Eberle, you seemed optimistic about getting to-
gether with the European Community, especially in the oilfield.

This morning’s press carried a story that the European Community
is going on its own into negotiations with the Arab oil-producing
States. If I have ever seen the back of the hand given to a nation it was
this report in the press. This seems to be so contradictory to what took
place in Washington a few weeks ago. '

Do you want to comment on that?

Mr. Enerer. Senator, needless to say we are concerned hut I don’t
think anyone should draw a final conclusion or project what this is
really all about, and I did comment in my opening statement that if
you look at the number of bilateral deals that have been made or dis-
cussed in a sense there is nothing wrong with some bilateral deals
because they are even made in relation to the GATT so long as they
fit within some overall relationship. We certainly need to know more
about this. We have had some discussions on these and I would hope
that until we know more about them you would refrain from a final
judgment, and I will try to get more information as to what they really
are all about. '

We do know that some of the bilateral deals we read about today
really are not going to be completed, and are not the kind of things
that we will worry about. Again, here is a case where frankly we just
don’t know enough and we are following it and that is all I can say
this morning. -

Senator Risicorr. But as you follow the various trade actions the
EuropeanCommunity and Japan over recent years, it becomes ver
apparent that irrespective of the language they use, when the crune
comes invariably they will opt for their own specific special interests—
what will be best for their own country. I think what worries many of'
us is that we, in turn, don’t always base our decisions on what is good
for the United States. But the European Community invariably makes
the decision as to what is good for itself. This was indicated in the
opening statement by the chairman of this committee yesterday when
he cited the organization of the European Community, and the pro-
spective loss of a billion dollars to U.S. industry without anything
having taken place in the way of compensation during this entire
period of time.

So when you come to a showdown the community acts for itself
against the United States. When it is in their own interests then they
want to cooperate with the United States.

Mr. EBerie. There have been, of course, in the past some cases of
this. I have reason to believe that there are a number of cases where
we have been able to solve some longstanding problems. I think there
is an opportunity to, for us to get in and work on some of these
problems.

. But let me remind you that as an example, if there are export sub-
sidies in a third market we have no authority in dealing with those, and
these other governments know it and that is what we are asking for
here. Today we have no authority to sit down at a negotiating table
and even discuss this with them because they know we don’t have any
authority. And I think that until we have that authority we are not
going to be able to represent the United States as well as we should.
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Srow Process SEEN 1N TRADE Biry, PAssAGE

Senator Risicorr. That brings up a very practical problem. It be-
.comes very obvious that this trade bill is going to be a long-drawn-
-out legislative process. I believe the staff told me, there were 150
withesses who wanted to be heard. It also becomes very obvious that
there are a number of controversial issues in this bill that will take
considerable time to markup in this committee, let alone when it comes
to the floor.

Under these circumstances do you think it would be advisable to con-
sider some simple resolution giving you authority to proceed with
negotiations without nailing down the parameters of that authority?

Ir. EserLe. Senator, without knowing what those are I cannot re-
spond directly but I can tell you that I am deeply concerned with the
same issues that we are confronted with in working with the Con-
gress—that is, of what authority we may have—which would be just
as hard fought out over those resolutions as they would be over these
issues we have here in the bill. So without knowing my guess is that

___we really are better off concentrating on the bill, because unless some
Tesolution created credibility for the U.S. negotiators abroad we
wouldn’t have accomplished anything. If they knew, if our partners
knew, that we had to come back and negotiate all over again with the
Congress my guess is it would be even more difficult to get along with
them. I think we have to scttle these issues at home first and that
unless you do that I for one would not be prepared to go out to the
front line of the negotiations because I couldn’t represent the United
States the way it ought to be represented in a way in which we don't

- get out-negotiated.

InvasioN or U.S. Marker By EEC Anp JAraN SeeN IMMINENT

Senator Risrcorr. We have scen estimates of what Europe and
Japan’s oil bill this year would be, how they will skyrocket to some
$70 billion in 1974, There is going to be a great problem as to how the
Community and Japan will pay for this additional oil. Won't tliere
be big export drives mounted to penetrate the American markets to
earn additional trade surpluses to pay for this oil ?

My, Eerie. There is no doubt about it that pressures will be there
to do this. We have not seen it yet. We are watching very carefully
and that is another reason why we need this kind of an approach in
order to take those issues up directly and resolve them internationally,

-~ if they continue to have the power to proceed promptly because it may
not be U.S. markets but third country markets, and they may wish to
do that in other ways in which the United States could not be respon-
sive.'So long as you have one hand tied behind your back there isno way
to deal with it effectively, but the challenge is there.

Senator Risicorr. But the indication is that the Community has
really thrown down the gauntlet to the United States and that has
been highlighted by the news story I mentioned earlier. Now you face
$15 billion in additional expenses by the United States for imported

~ ~oll this year. There is an ad£tiona1 $70 billion costs to be borne by the
other industrialized nations. We have the bifgest market in the world,
80 an invasion is in prospect by Japan and the Community into the
American market.

30-220—74—pt. 1~—18
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Ilere we are, with many potential economic strengths, and I am at
a Joss to understand why we don’t use those strengths instead of stand-
ing supinely by when the rest of the world is getting ready to raid
U.S. markets,

Mr. Eserue. We do have a lot of leverage and I think what we need -
is the authority to use it, and, frankly, that is one of the integral parts
of this total package, an integral part in the sense that you try to
negotiate internationally but while you are negotiating if anyone
takes advantage of you, you have got to have the authority to quickly
respond, and %can tell you today I am not the most popular man in
some parts of the world beeause we have responded and we have been
firm in the American interest,

Senator Risicorr. I think that is good news that you are unpopular.
I would just as soon you stay unpopular in that field.

My time has expired, Mr. Chairman.

The Criairman. Senator Hansen,

Senator Haxsen. Thank you, Mr. Chairman.

First, T do have some questions that I realize I won’t have time to
ask, I will submit them in writing.

[The questions and answers follow :]

AMBASSADOR EBERLE'S REPLY TO WRITTEN QUESTIONS SUBMITTED BY
SENATOR HANSEN

Question. Why have orderly marketing agreements been given a lower pref-
erence that quotas under the import relief provisions of the bill? Would it not be
preferable to attempt to work out voluntary arrangements with our trading
partners as you—the Executive—did on textiles and steel rather than using
quotas or adjustment assistance? .

Answer. The preferred order for providing import relief in section 203 of the
Trade Reform Act was established by the Ways and Means Committee, Although
the Committee Report on section 203 does not state the Committee’s reasons, sev-
eral policy arguments support the Committee’s position which places orderly
marketing agreements last on the list of import relief measures.

First, quotas are arrived at openly and administered under public scrutiny.,
Import shares under orderly marketing agreements have sometimes been nego-
tiated and implemented without such scrutiny. Foreign governments and sup-
pliers divide and police the agreement quota outside of the publie view.

Second, orderly marketing agreements can encourage the cartelization of for-
eign industries. When agreements are regulated at least partly by foreign sup-
pliers, they must divide among themselves the allowed exports to the United
States. To do this effectively, they are forced to organize to ensure that imports
to the United States do not exceed the orderly marketing agreement levels.

Third, tariffs, quotas, or orderly marketing agreements restrict the importa-
tion of goods priced at world market levels and thus protect higher domestic.
prices, The difference between the domestic and the world price is “windfall”
revenue for someone. In case of a tariff (or a tariff quota), the government gets
the revenue. In the case of a quota, this revenue goes to the government when
the quota rights are auctioned, or to the domestic importer when the quota
rights are distributed on a non-fee basis. However, under orderly marketing
agreements foreigners police their exports and therefore are likely to supply
their guaranteed share of the market at the premium protected price. In this
case, the difference between the world price and the domestic price is cap-
tured by the foreigner under the orderly marketing agreement as “windfall”
revenue, It is estimated that under the steel orderly marketing agreement {n
some years foreigners captured $175 million in revenue, (See Steven P, McGee,
“Welfare Effects of Restrictions on U.S8. Trade”, Brookings Papers on Economic
Activities, Volume 3, 1972, p. 672),

Finally, orderly marketing arrangements are difficult to administer with re-
spect to producers not included in the arrangement, There are also difficulties
in shifts in the product mix of imports under each arrangement.

L]
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Question. Would you give us a list of the developing countries which would
qualify under Title V of the bill.

Answer. The bill does not contain a definition or list of developing countries but
rather sets out several mandatory and discretionary criteria which will limit and
guide the selection of beneficiary countries. Twenty-six countries are designated
as developed and not eligible for generalized preferences,

It would not be wise to lst those countries deemed “developing countries” in
the legislation as this would give rise to expectations of a “right” to participate
in the United States program, Since neither U.S. governmental nor international
agencies agree on objective criteria to define a developing country, whether a
country qualifies can only be determined by an investigation of the circumstances
obtaining when preferential treatment is implemented. This is especially signifi-
cant for nations which grant preferential treatment to the products of another
developed country. These nations must be permitted an opportunity to provide
assurances to the President that such preferential treatment will be eliminated
by 1976. Most importantly, changing circumstances will probably necessitate
Presidential action to add or delete heneficiary nations during the course of
the preference program, The Ways and Means Committee emphasized this in
their Report stating, “Some countries now regarded as developing countries may
reach a high enough level of development well before the end of the 10 years
to justify termination of preferential treatment to them. Consequently, no defi-
nition or list of developing countries has been included in the bill.” (p. 84)

The bill provides that generalized preferences may not be extended to (a)
communist countries not eligible for most-favored-nation tariff treatment and (b)
countries which grant preferential treatment to other industrialized countries
unless they indicate that these “reverse preferences” will be eliminated by Janu-
ary 1, 1976, When designating a beneficlary country the following factors will
be considered :

Whether the country has expressed a desire to be so designated;

The country’s level of economic development ;

Whether other industrialized countries extend generalized preferences to the
country; and

Whether the country has nationalized property of a United States citizen or
corporation without the payment of prompt, adequate and effective compensation,

No decision on beneficiary countries will be made until the trade bill is signed
into law. In accordance with the current provisions of the bill, we will notity
both Houses of Congress of the countries we intend to designate and the con-
siderations on which these decisions are based.

The following is a list of countries and dependent territories which have re.
quested or which have been granted beneficlary status under one or more of the
existing systems of generalized tariff preferences. Those which would be ex-
cluded or potentially excluded by the MFN and reverse preferences provisions
are designated.
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COUNTRIES AND TERRITORIES REQUESTING BENEFICIARY STATUS

COUNTRIES

Afghanistan Libya
Albania ? : Malagasy Republic?
Algeria Malawi?®
Argentina Malaysia?
Bahamas? Maldive Islands
Bahrain Mali?
Bangladesh Malta?
Barbados® Mauritania?
Bhutan Mauritiug !
Bolivia Mexico
Botswana ! Mongolia ?
Brazil Moroceco
Bulgaria * Nauru
Burma Nepal

" Burundi ! Nicaragua
Cameroon! Niger!®
Central African Republie? Nigeria
Chad? Oman
Chile Pakistan?®
Colombia - Panama
Congo (Brag)! Paraguay
Costa Rica Peru
Cuba? Philippines
Cyprus? Portugal *
Dahomey * Qatar
Dominican Republic Romania ?

Jcuador Rwanda?

Egypt?! Suudi Arabia
El Salvador Senegal *
Equatorial Guinea Sierra Leone
Bthiopia Singapore !
Fijit Somalia?
Gabon! . South Yemen
Gambia ! Spain?
Ghana Sri Lanka (Ceylon)*
Greece? Sudan
Guatemala Swaziland *
Guinea Syria
Guyana'® Taiwan
Haiti Panzania !
Honduras Thafland
India® . Togo
Indonesia Tonga !
Iran Trinidad & Tobago?
Iraq *  MTunisia?
Israel ! Turkey *
Ivory Coast? Uganda?
Jamaica? United Arab Emirates
Jordan Upper Volta ! .
Kenyat! X Truguay
Khmer Republic Venezuela
Korea (North)* Vietnam (North)?
Korea (South) Vietnam (South)
Kuwalit Western Samoa *
Laos Yemen
Lebanon Yugoslavia
Tesotho? Zulre
Libera Zambia

1 Potentially affected by reverse preference condition.
2 Countrlesywhlch do nyot recelvg most-favored-nation treatment from the United States.
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DEPENDENT TERRITORIES'

Afars and Issas (Territory of the)?!

American Samoa, including Swain’s Island

Angola (including Cabinda)

Australian Antarctic Territory

Bermuda?

Belize?

British Antaretic Territory

BI;{NS{I I;ldlan Ocean Territory (Aldabra, Farquhar, Chagos Archipelago, Des

oches

British Pacific Ocean (Gilbert and Ellice Islands,! British Solomon Islands,?!
New Hebrides Condominium, Pitcairn Islands)

Brunet?

Cape Verde Islands

Cayman Islands and Dependencies

Comoro Archipelago*

Cook Islands

Corn Islands and Swan Islands

Falkland Islands (Malvinas) and Dependencies !

I'rench Polynesia *

French Southern and Antarctic Territories?

Gibraltar?

Guam

Heard Island and McDonald Islands

Hong Kong*

Macao

Mozambique

Netherland Antilles?®

New Caledonia and Dependencies®

New Guinea (Australian) and Papua

Norfolk Islands

Portuguese Guinea

Portuguese Timor

St. Helena (including Ascension, Gough Island and Tristan da Cunha)

Saint Pierre and Miquelon *

Sao Tome and Principe

Seyvchelles (including Amirantes) ?

Sikkim

Spanish North Africa: Sahara (Rio de Oro) ; Saghiet-el-Hamra

Surinam?!

Territories for which New Zealand is responsible (Cook Islands, Niuwe Island,
Tokelau Islands and Ross Dependency)

United States trust territories of the Pacific Islands: include—Midway Islands,
Johnston and Sand Islands, Wake Island and the Trust Territory of the
Pacific Tslands : the Caroline, Mariana Islands

Virgin Islands of the United States (St. Croix, St. Thomas, St. John, etc)

Wallis and Futuna Islands?

West Indies*—Leeward Islands (Antigua, Montserrat, St. Kitts-Nevis-Anguilla,
and British Virgin Islands) and Windward Islands (Dominica, Grenada, St.
Lucia and St. Vincent)

Question, Could communist countries be included in our system as beneficiaries?
Answer, A country must receive non-discriminatory (MFN) tariff treatment in
order to be eligible for the proposed U.S. system of generalized preferences. All

Communist countries are currently ineligible under this provision except Yugo-

slavia, which has requested beneficiary status, and Poland, which has not. Poland,

along with the Czechoslovakia, East Germany, Hungary, and the USSR, is on
the list of 26 developed countries contained in the bill and would not be designated
in any event. Yugoslavia, which considers itself a developing country and is

- generally recognized as such by other developed countries, would not be ex-

cluded by any of the mandatory criteria, If non-discriminatory tariff treatment

1 Potentially affected by reverse preference condition.
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is extended to other communist countries, under the provisions and procedures of
Title IV of the Trade Reform Act, their subsequent eligibility for generalized
preferences would be subject to the same provisions which apply in designating
other countries.

Question. Would countries that are associated in one way or another with the
European Common Market be included a8 beneficiaries?

Answer. Most countries associated with the European Communities (EC)
provide, as part of the association agreement, trade preferences to EC products
which enter their markets. Countries which have such association agreements
with the EC or with any developed country than the U.8. will have to provide
satisfactory assurances that these “reverse preferences” will be eliminated by
January 1, 1076 in order to be designated a beneficlary of the U.S, system, DPref-
erential treatment would be withdrawn if a country giving such assurances has
not eliminated reverse preferences before that date, The condition would not he
met if the developing country simply extends those preferences to the U.S, It
should be noted that these preferences do not require that potential beneficiaries
dissolve their associations with the EC.

Question. Would ofl-producing countries be included as beneficiaries in our
system of generalized tariff preferences?

Answer, None of the major oll-producing countries (except Canada and com-
munist oil producers) will be excluded by the mandatory criteria contained in
the title of generalized preferences. These oil-producing countries are beneficiaries
of all 17 generalized preferences systems operated by other countries, The econo-
mies of Arab oil producers are such as to make it unlikely that they will benefit
from the proposed United States system. Non-Arab producers appear to be in a
somewhat better position to benefit but only in the long run.

No decisions will be made on whether or not to designate these countries as
beneficiaries until after the trade bill is signed into law. Considerations to be
taken into account in making such decisions will include, but need not be limited
to, factors such as the level of economic development and whether or not a coun-
try has expropriated U.8, property in violation of international law, As the bill
is now written, the President would have discretionary authority to provide or
to deny generalized preferences to any of these countries, Congress will, of course,
be kept fully informed of the basis for any decisions on beneficlary status,

Increasiya WorLn Trane

Senator HanseN. T would like to pose a_couple of philosthical
questions. When the Secretary testified yesterday, Mr. Shultz said that :

During the time of rapid inflation and a short supply situation in many com-
modities it has become more important than ever to remove artificial barriers
that result in fewer goods being produced both here and abroad. Tariffs, quotas,
embargos, and other restrictions on imports and exports generally prevent each
country from producing what it conld produce more efficiently. Thus fewer goods
are produced at higher costs and there is a loss of economic welfare to the coun-
try as a whole,
. I think I have heard some of the arguments that have been made
in support of this concept articulated by Secretary Shultz but T would
ask you if it isn’t fair to assume. given the ease with which people can
travel around the world and the increasing ease with which we ¢an
communicate one with another, and that there will be a free movement
of capital and technology as well as labor, which I think is implicit in
what he was saying, that we are going to have to anticipate the time
if we remove all tariff barriers and if we try to let each part of the
world produce those things which they are best able to produce, that
there will also be eventually a ]eve]miout of standards of living world-
wide. Is that a fair assumption, Mr. Ambassador?

Mr. EBerve. No, it is not necessarily on that basis. We can all phi-
losophize but I'have to deal with the real world to try to implement that
philosophy and, first of all, let me comment by saying that T do not
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believe such total free world trade is practically possible in the near
term or maybe even the long term.

Senator Hansey. I don't either.

Mr. EserLe. What we are really talking about here is how to con-
tinue to increase world trade. Two, that the so-called protectionism of
the twenties and thirties will probably not come back for the reasons
that the Secretary outlined, but that there will be a different kind of
approach to so-called protectionism, which T have called defensive na-
. tionalism. That includes regional developments, preferential tariff
“arrangements as an example, or export subsidies to third markets. So

fundamentally there still will be continued room for major differences
both in the sovereign governments domestic policies and those policies
will be more or less brought together, first of all, in a world of floating
exchange rates which will absorb some of those differences, both the
rates og inflation and also the differences in standards of living; and,
second of all, in the trade framework where there are some countries
that have greater stakes it will take a longer time for other countries
to develop those stakes,

Hopefully, some of the developing world will move up in this arena
with some preferences so that they will get out of poverty but I do not
foresce in my lifetime this so-called leveling. I think it is more a
question of bringing up than it is of leveling and of participating in
a way and in a framework which takes advantage to the maximum
extent possible of increased trade, comparative advantage to keep costs
down and create more jobs, That is the a Yroach that we are trying to
take asa practical matter to the trade problem.

Senator Hansen. Well, I appreciate your saying that because I
share your view that we aren’t going to reach the millenium that seems
to be implicit in this concept tﬁat we could achieve at one fell swoop,
world peace, and better living for everybody by simply erasing all
evidence of any national interests and trade barriers.

Many people have talked about the oil boycott, and there were some
of us who are members of this committee who had made a tour of some
of the countries in the Middle East just after the first of the year, who
talked about the threat that escalating oil prices posed, not only to
developed economies but to the developing nations as well. We dis-
cussed this with a number of world leaders, including King Faisal of
Saudi Arabia, and his response was:

We are just catching up, When you look at the costs that we pay for steel and
for cement and nll of the things we have to fmport and have been buying from the
western world for a long time you surely wouldn't begrudge us now for our

“getting a little more for what our oil is worth and what we have been selling
80 low for a long time.,”

It is pretty hard to answer that. And when you look at them and
compare their standard of living with us, and T am sure a lot of us
wouldn't want to change places with the typical Arab in the Middle
East. I think it is easy to inveigh against what is happening around
the world, and too often what we are doing is reflecting our own
appraisal of our own situation as compared with that of somcone else
in another country when we make these assertions.

T think also that as we consider a new trade policy we have to ask
ourselves where to draw a line between what might be desirable on the
part of making our markets available and opening other markets
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to our products so that we can have a freer exchange of goods, on the
one hand, and our national security, on 